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This publication yai pwepared. pursuant to a eontmet with, the Nmioml Insth 
lute df Education f DspMmem of Health, Education and Welfak. Cm^ 
tTflctofS undmaking such prajecis under government sponsorship are encouraged 
tpi express \freely their jufgment in professional and technical matters, prior to 

:. P^^^^eation\ the manuscrip^^ was'mbmitted to the American Assoriation for jiigher' 
Educatidp for eriticai revieftf md]^dmsrminatiof%,of professional cntnpetmce. fhU 
publicaiion has met such s^andards^ Points of view or opinions do not, howEuer, 

mecessarify represent official^ views or^ opinions of Mher tjie American Association 
for Nigher Education or the Nati \ 
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Foreword 



;/ A ''budget" is definecl by Webstefs New Collegiate Dictioriary m> 
a statetnent of the financial position of an adrninistfdiion for a definite 
peripd of j time ba^ed on estimates of expenditures "during the perl del 
and proppBpLh for financing^ them; a plan the coordination of 
rasources ^nd expm^itiire^^ X^tnphmis added). ' 

For higher edupAtion there are twb area.^ ih developing a budget 
that make ^is process ton^iderably different frotn that of a com- 
mercial business, first and foremosVj the goals of business are ujually 
very straightforward — 'to make a profit — ^ an4 are set by manege- 
merit. In j higher eflucation the; goals are notj singular but are ^ 
balancing of teaching, research, and service activides. Tk^ roiphftsis 
4»and resources drrected townrd each area are ndt ^^ermihed solely^ by 
manag^menlt but are the result of ^neral underitandiiii^ between 
fatuity and Wdminls till t ion. * ^ 

y secbnk difference is income For businasUn^me i. dete^inrf 
by the price placed 6n its goods or services and-the quantity sold, "The 
price is' set to exceed the expenses needed to produce th^ goods or 
semces; the quantity sold is determined by the production capacity 
and sales force of the business! ^For higher edueatiDn the pj^^ of the 
product Js set at far below cost, thus necessitating that the institution 
look for "revenue from other sources to break e9m. Fon example, in 
1975-76, for . all of higher aduca/tlon* only 20.6 percent of income canie 
' from student tuition and fees. The remaining income came from the 
federal go vemmenE (16J percent); state gbvernment (4, percent): 
private giftSp grants, and; contrad'ts (4.1 percent); endowments (1.7 per- 
cent)! sales and services (IW percent); and jbther sources (2.2 per- 
cent). Thus, institutioni of higher education are dependent on many 
source^ of income, many that are not directly related to the stii^ent 
or to the research capacity of an institution. ' 

Because of institutions' inability rto clearly set goals and the multi- 
ple sburces of revenues the budgeting process hasf not, been w^ll under- 
stMd by most 6f the Institutions' ^members, Thit was not a great con- 
cern while institutions^ were growing and funds were plentiful. But 
in the face^of declining enrollment, decreasing government support; 
and a static, faculty, it is becoming increasingly important to ha%'e a 
wide uhdefcstanding'Df the budgeting process to influence this process. 
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Adniinistrat6fs in ■pe^tsecondary education often regard budgeting 
. as primarily .a financial exercise ~ ^cessary, buw^ull and^;^^^ 
, BudgeUng)^* however, on6 of the most dyn^miqfiuiflttipns of mah- 
agementw/becauAe^ it affects all manageinent filnCufeni. As Aaron 
, Wildaylky observed: ^ v " i , 



* one is likely ip think of budgeting 'ii -^h arid ;subject, the proyince 
of stodgy clerks and duH statisticianii Noihing could ha mora ^mi^aken. . 
.Hum^ nature is nevcr tnore evident than when men ^afa struggling to 
gain a larger share of* funds .or to Apportion what they haya among 
.myriad daimants ^I974p p/j£%iii), .. . ^ . ' - 

.* ti • , ; ^ ^ ^ * * '■ • ^ ^ ■- ' ' 

The lessen tial purposes, of budgeting Mre to diatribute resources, 
trandate plans into actionSi and foster accountability. In its most 
basic ednceptior^ the budget is an iristruhient that enables the alloca- 
^tioh of resources from one organizational unit tq another, whether it 
be from a departqnen t^ to ^ a faculty tnem^W', from a college to a de-^ 
partmehti firom the university to a coU^^W from, a funder to the 
iiniverslty. In allocating these- resoufces, however, explicit choices are 
niade aniong alternative ways in w1i\ch they mipit be usedT^?. ' 

Tlipitaily^ the request budget (which indicates W^t re^urces are - 
sought and for what purpwes) is larger than the expenditure budget 
(which specifies the uses of the resowrces actually provided). In forihu- 
lating the request budget, choices'are made at each level, from facult)' 
mepater to academic chief executive, reg^rdfng the possible activities 
that might be carried out at the iristuution duririg the budget period. 
Similarly, the translation of *the request budget into the Spending^ 
budget; involves hiaking chDic^^ among the proposed set of activities^' 
Most choices, ma^e in the^ aniiual^ request-allocation cycle focus on 
h^w to spend the proposed budget increnfer^ Since the increment 
usually is sm^ll by contrast with the existing budget base, one iteration 
of the annual cycle seldom has drftmatic"^ impact on institutional di- 
rectibn.. . Signi figin t programma tic change , and budget reallocation 
normally result from special planniftg studies. Nonetheless,\much at- 
ten^io;! and energy are f«used on the annual budget cj^le. Various 
techniques and approaches the executive, budget; /planning, pro- 
gramming and budgeting systems (PPBS); zercNbase budgeting; 
tform'ula budgeting; performance-based budgeting; as well as various- 



: P^^^ of tli^ae ^ represent eflEorts to im^ 

■ 'th$jH^es^^^ are developed an^ . de- 
diioh^ «^lid tp tra^ them into spendingJbudgets. ^ 

' ^ .TheJ;^^^^^ mechanism through which plansrbe^ 

, ^ come und^^^ln^^ vj^ot air planning ^nd 

\ budgeting ;^fii^fctijii^i^^^ completely intfegTated/ Schtnidtfan 

: and Glenny' (J^^;^^^ S^hick'(196^) ai^ue that plan^ 

nmg^and budgeting i|hei^t[^ 
- plmnning tends to go ;^^;wk5#^ the .specific resourca- or time 

. constraints that apply in the|bijdg^^otfes (Schmidtlein and Glenny 

■ 1977, p' 240); On vthe^bthisr hand.jp^ .(l§67) contends .that separa- 
_ tiori of planning and budgeting fiMctions was a major smirce of dift 

* Acuity in the Departmen^of Defen^ providing the primary rationale 
. for the introductjon of PPBS into tl^ agency; Whethfir or not plan^ 
-ning and budgeting; are carried outvft^^, saW st^^^ or are totally 
ititep^ated/ organi^afional plans tfven^amlJy must be translated irttq 
^ ^ soma :fonnal budget reque^ if they are to become operatitoaLactivil 
ties. This. essential relationship between planning and budgeting can^ 
not be ignored/ ; - * ^ ' 
>^ The ^ third gen&ral purpose ot ' the budget/ a all^orgarnktionnl 
levels, is to serve as an instrument fOT achieving both intenial end e^- ' 
ternal accountabiHty. Internally; budgets; provide a mechaniirri for 
expenditure and manngeTOnt Control of. opeiiational acti^aties./Ex>^ 
tprnally, the budget helps^o communicate to constituencies the activi- 
ties. that will be suppdrted allocations and the expected^ results. To 
■■■ the extent that the resuhs are on are not achieveA.the credibility of 

the organization is enhanced or reduced. ; \ 

-/ : tl^ making of a budpt should not be treated as a routine 

: exercise. ^ The budget its development, coipmimicatidn, and execu- 
tira j-*li^ at the heart pf ^ife management process and affects, directly^ 
/or ihdirecdy/ most niaringe In this monograph, we 

; ' underia^ to identify l^e forces and factors shaping current ap 
proacHes to bodgeting in post^econdary education^ and to*indicnle 
likely developments in conSirig years. ^ ' 

Mafof Jssues'.and l7^^ ^ . ^ / ; 

^ "We bqgirt thi^ six^part monbgraph with a brief review of a long- 
. standings debate cpn^rning whether budgeting is largely a lechnical 
or a .political exercise. Two equally plauiible arguments command 
our attention/ Ther& is much to be s^id for developing and jmprov-^ 
ing technfcar approaches tp bu dating. The budget must be reduced 
to quantitative form, and thruse of technical analyses in ft forms of 

V ^ . . ^- y ^ - V/ = ' : ^ 



deci^iphrnaking is well established. Just as clearly, however, budgeting 
requires, choices in a political environnient. The importance of- peo- 
ple, of their VE^lues and convictions, cannot be estimated by a .standard 
process or reduced to a number. Although the debate sometimes, 
takes oh either-or ^dimensions, we conclude that good budgethig 
pfactice must draw from both of these perspectives, and be tailo?ed to, 
the simatiori at hand. .The challenge to th^e budget planner is to 
understand the proper application of each eonsideration, human ajid 
numericah ^ \ ^ * ' 

.The next section considsrs several hiajor issues that emerge ;in nl-' 
most any discussion of budgeting. We analyse the roles of various 
participants in the budgeting process and the form of fHeir^'j^rticipa- 
tiohi %vith emphasis on a key participation thenie ™ centrali'gSioTl- o 
authority in the budgetary pocess. The prdblem^of equuy 
ing similar resources for similar^neGds — ; is also explained. Finalfyi 
we discuss the roles of various types oTin formation, partictjlarly that 
pertaining to the costs and outcomes of the^"ecluca<foiiaW 
in budgetary decisionniaking, and rhe burdens of iaformatipn re= " 
porting. In sdmer^form or other, these themes have appeared in the 
J i ter a t u re a t I e as t since Tre v or A rrie.t t 's . sem i ha 1 ^vor k on hi gh er ^edu c a - 
tion finance in 1922. A Ve conclude their rhese issues do'not lend them- 
selves; to general solutions, and. thus reason that they' will always be 
sources of con c€|rn in budget development./ 

Like most* aclniinistrative activity,, curreni^ budgetary practice re- 
sults from an evolntipnary process. The third section of the mono- 
graph ti;aces the heritage of current budget-planning approaches in 
postsecondary education. We consider the approaches to budgeting 
in private industry and trace the development of budgeting practice 
in the public sector during this centiiry. We then" describe the par- 
ticular problems associated with budgeting in jmst secondary ediicn'= 
tipn and discuss the inniience of the business and publi c-ad ruin istra- 
tion approaches. The third section closes with a discussion of why 
the , demands for greater rationality in budgeting are caused by 
emerging issues such as the projected enrollment declinCi the move^ 
ment by many institutions to^erve new clientele or enter new markets 
or both; the rever^increasing demands for accountability, and the 
emergence of collective bargaining. . 

In the fourth section, we describe In detail five budget-planning 
approaches: incremental budgeting, formula budgeting, program 
budgetirig, zero^base budgeting, and perfprmance budgeting. All 
these approaches are used in postsecondary education today. We ob- 
serve a definite trend toward the so-called more rational budgeting 



a 



approacl^s in our ever-changing environment, and find further, sup- 
port for our conclusion that more budget innovation in the ratlon^ ^ 
' alist stream is probable during the coming decade. ^ 
' - The fifth section, presents an analysis of budgetary roles, and re^ 
sponiibilities existing at di^erent organizationaLlevels and. how they \ 
vary as. the •function of^pirticular phases of the resource^quest^aL 
: location cycle. We consoler budget-request strategic and budget^ 
^..review te^niques, finding that the . considerable uncertainty that 
d^ns and^department headrmust cope with until the allocation is 
. Jo^own- le^s to cohsiderable tension and frustration, 

Recomniendatiom for Furthet.^quiry ^ ' ' 

^ 1^ as we concluded/ budg^ringjn postsecondary educatiori is likely ' 

to undergo significant chang^Mn;4he eoniing decade; whai might be . 
^rjlone,tJwt would encourage p^itive results? We conclude that' there 

are a number of needed resenrcJi; and development ^ctiVities sunound^ 

ing the major issues'that wf identify in rfie mpno^aph. . 
Further research is needed , in at least, the following three areas: 

• Understanding the fixed and vmahle mture of resource cbn- 

sumption in higher cHucation — .aAbetter knowledge of cost behavior 

is essential for successful devebpitient of new approaches to state, v 

level fiuhding, imprdvcd> pricing decisions, cost recovery, hud iden-. 

^ tification orthe short-term financial im|KiCts oK retrenchment de^ 
cisions. 

• Understanding, the organizational anM dm^ ■ 
in budgeting = inore work is needed in Evaluating the comparative 
effectiveness of decisions that are made at. various levels ^f the budget 
process and in assessing the role of technical analysis in support' of 
the political nature of budgeting, 

a Understanding Ahc impact of entering nexv markets ~ budget^s. 
need to be able to provide considerably iTK>re-infor the ) 

.long-term fiscal and' pragmaiic; consequences pi changing Iheir mi^^ ^ 
sion to serve new markets, ^ ' ' ^ ■. ^ '...^^-.^-^ 

We. also see the need for fouV general categories of applied j-e^ ' 
search and development: ' 

, ■ • Integratnig academic planning and bndgeting^activitie^ ~ there 
will be a strong tendency for planners to ignore the pragmatic im^ 
plications of budget reductions, when, faced wftfi ietrerichment; but. 
such shortsightedness will lead to even moff coiiiplex problems in 
later years. 
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• A'daptin^ budgeting techniques to the unique needs o/ colleges 
and universities — since most budget reform occurs oiuside the con* 
fines of higher education^ developmental activities %vlli be* required 
to modify emerging budgeting techniques to make rhem more 
valuable for institutions of higher education, 

: • Measiiring financinl impUcations of collective ba^ 
lective bargainirig is increasingly becoming the way of Jife for both 
academic and nonacademic. staffs, - Given the tendency for unions 
never-Jo give back any advantage gained, Isudget planners need an 
imprm^ed aiSllity to evahiate'the I6ng-teiitn financial 'implications bf 
^^ach colWtive bargainirig demarii,^ ■ . . , ^ ,^1 , . ,. 

• improvbd^ - enrollment ' fdreccLsting =^ the mnjor advances 
achieyed in enrollment forecasting a ^lecade ago are best suited for 
anticipa^ting^ growth and capital con^friictipn. needs. New /metho 
are 'requited that are ni^e ac^rate and that; can deteinnine probable 
enrollments mt mpre discrete levels/ ' Beyond that, enrollment pro-^ 
jection moclels sh6iVld.be developed'than can reflect the consequences 
of management efforts to increase eiirolltnent (for example, initiation 
of student marketing programs), rather than have enrollrnent pro^ 

ejections based exclusively on demographic trends, r? ^ 

Because oE space limitations, emphasis in the monograph is placed 
on the budgetary process in public institutions and staterlevel pbst^ 
secondary-education agencies. Relatively little "attention is devoted 
to federal concerns, practices in private institutions, revenue fore- 
casting, or budgeti hg^ for restricted funds. The monograpii does not 
attempt to explain Jiow to ^arry-oui budgeting. Our piwpose is to 
provide a generaL background hbout the issues, techniques, and de- 
velopments in postsecondary budgeting and to acquaint the reader 
with' the extensive lUerature that -is available foi; further , investiga^ 
tion; . 



Budgeting Perspectives 



Budgeting is most frequentlx_^nsiderrf from a technical per^ 
spective^. A budget is variously de^bed as a financial plan (Heckert 
and mUsowmB) and a planning and control system (Jones and 

XTVentin 1966); Heiser (1959), IiowevCT, distinguishes between the 
passive nature of a budget and the active pr^ess of budgeting. He 
defines a budget as an overall bluepritit or a comprehensive plan of 

. operations and^aciions, expressed in financial terms. He views buU-" 

: gating, m\ the other hand, as the.-process. of^pJ:eparing a bujdget/a . 
function' that: is used for planning>and coordirtation ^s \vell[ 
■ maintaining management control of the organization. Thus the tw^ 

; principal aspects of^budgeting are budge^ planning and budget toh^ 

^ PyhiT (1973) attempts to distinguish between planning and budget- 
- ing, describing .planning as^he process that identifies desired outputs,' 
and budgeting as the process that identifies required inputs. Yet his 
description of zero-base budgeting, links the planning anH budgeting 
/functions, thereby introducing a new concept,' that of a budgeting 
system. Jones and Trehtih succinctly capture most of the techriical 
/aspects of a budget, budgeting, and a Jbudgeting system, . 

A budget can be regarded as primarily a plan or goal or /objective, and 
we know of no better definition of budgeting than to say it is primarilf' 
% plannmg control mtm. Each word in that definition is important 
for a full undentanding of budgeting's proper role. The planning and 
control aspects relate to tbe fundamentals of the management pmcm^ 
. To regard budgeting as a system Is most Important, because this 
. implies a cohtinuing process throughout ' the year - the key to good 
budgeting in any business operation (1966, p. 14). ' ' T 

Yet even this technical definition, comprehensive though it is, does ^ 
not enibrace the full substance. of budgeting and its irtipa&. 'Wild- 
atvskf points out that budgeting cannot be disassociated .from its par= 
ticipants. ; / "^^ ^ 

Budgeting ^deals with the purposes of men. How can they be moved to 
cooperate? How can their conflicts be resolved? . , ^ Serving diverse 
purposes, ^ budget can be many things; a political act, a plan of work, 
a prediction, source of enlightenment, a means of obfuscation, a me^ 
chanism of cpntroh an escape from restrictions, a means to action, a 
brake on progress, even a prayer that the powers that be will deal gentlv 
with the best aspirations of fallible men (1974. p: xxfii): 
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Human Elements * ' , . ^. 

r As the importance of the Interactfon between people and; budgets 
becomps more clearly undei^tood, incraasing' nttention is paid by 
'1 psychologists and organizational theorists to budgeting (Gr&nny 
pp. 12-32). Similarlyi the valualiye dimensions of bticlge^ing, 



socia 
1976 

whichi are ma ni f e.^ t a t i on s of 



ed with techniques.' systenis,/and quanti- 



luman values, social forces, and, political 
proqesseSi are emerging in- tie literature to claim equality with the 
scientific dimensions associat 
tatiye analysis. ^ 

Iri parti this is explained ib 
diversity characterizing the 
and from the many perspe 
the budgetary process, Stvti 



y the complexity that derives from the 
Dnstitudncies of, pQst^econdaryi? education \ 
:||tives repfes,ented/iy the p^jtlci in 
ilrit^p^ facultyp institutior^l administfaters, 
stats execiitives and legisl^itprs, and federal exfcutiv^^s. and' legislators 
are all directly affected; bv |n Effch of these 

groups is, to ai grea^tefv oHlesN^r of services pro- 

vide d by^ post second a /ediLca t i oti v As su chj^F<£ach grou p has an i n - 
terest in the prices fdrgseryips^ whf^^^^^ determined in the budgetary ^ 
process, and iti the;:prbgtaTpni|i6i€^e made during the develop-, 

ment of a budpt or forced % budget constraints^ (Morgan 1975).. 

Whei^, resour^s ane limLiied, )> declsiom to increase resources for 
in,strutftion cfln result in; .clf crigased resources for research, less em- 
phaisis bri public service, a fedpc^ion in 'student health services, higher^, 
itiident fee^ or tuition, and so forth. Thus: such ^decision can coin- 
djde i^^rth th^ interests of some students and faculty and contravene 
,the Interests of others.! (Recognizing the pervasive influence of the 
budget, the American Association of University^rofessors has adopts 
ed a formal policy statement pn the role of the faculty in budgeting 
'matters (AAUP 1976),^ Similarly, the same^ decision might satisfy 
legislators interested In improved instr^iceion, yet conflict with state 
and federal programs I designed to improve financial access to post= 
secondary klucatidn J Balancing these diverse interests is an im- 
portant role of the bildgetary process, and the impact of the process 
clearly trMiscends= thci purely technical dimensions of any particular 
budgeting system. 



Technical Analysis - , . . " 

Few/would argue that budgeting is simply a technical eKercise car- 
ried out in a routinized system. .Nonetheless, there is considerable^ 
intellectual disagreement about the role of quantitative analysis anft 
systems in budgeting (Glenny et al. 1^5: Meisinger 1975rMorgan 
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Ift78r Schick\1971; Schmidtlein aiid.pienny 1977;;Schulizfi 1968; and, , 
Wiildavsk); 1974). The roots of iMisJH^bate can be traced to a central , ^ 
probiem ^ri^welfare ^ecbnomiqs I'egaityng th^s optimal distribution of ^ 
resources bemeen the gmernmem Md^the privatl^iactor^ (Muspave 

\ and Peacock |958). Though there nre/ manf techincal :and phno- ^ 
sophica] facets to this debate, 'inevitably \^]fafe .econoniics is preni-'^ 
ised and dependent on a political mechanism that enables social 

^vakies to be identified and expressed in pubhx'p^Iiey and to be served^ 
through public progi^ams '(Dahl and Lindblom i9SS), 

In recent jm^^^ attention has focused, on'diffei^nt jipp^^aehe^ to 
budgeting and on organi/^atlonal interactions, both" external; and in- 
temill, assoeiated witji budgeting systemsf The develo|>ment of tfe.te 
planning, prd^arrirningi ancr budgeting syst&ni (PPBSJ dici^nipre to' 
heighten this^debate than any other single devejopmeht — ■ Witness/ ^ 
Nelson's bibliiDgiaphy on program budgeting, whjchr^^As ^i/054'ffi tries 

(i970)v: ; : . ; \ , ; :^ v ^ . ; - 

PPBS is typicat of budgeting systems in ihat it was.jhttoduced to i 
(1) achieve better coordmntlon between the jijannin^ and kidiatirt| 
functions, (2) enable consideratipn of future cbn^equences of budget , 
^ecisidhs, (3) improve understanding of hdw; proposed expendkpre^ . 
influe^c? prdgrams? and Ji) malfe th^ budgii ah instfumdnt for \ 
afhieving a greaterfcpcgrUen^ lietween an drpnt7aiion*s goals^ and ' 
its programs, ^^Hitch. gknvlpgly .Mrmmarized jhe results of the imple^ - ■ 
mentation of PPp in the ^JeferiHe Departmerit; J ' ^ - ^ 

= , '\ i ^ \ . ■ ; % ■-■ r r ■ r y. A 

# Thus,'* we hava provided for die Secretnry of Defense and his princfpai ' ^ 
tnilUary and civilian /advisors a s)|tem' which brings logedier %i one ^^^-^ 
place and* arone time nil of.^the rbfovliiu ihfbrni^tion ^thal the^' need to ' 
" make sound decision.^ on thej^ward pnigram and= to dontrol the eKCcutlon.^ ' V \ 
ofahat pi^giani. , Ncrwr fm- the flrsf time, the largest busings in 'the ^ 
world 'has a cooipteh endive Defense Departnient-wide pfan that extends ^ 
, more than one X ear l^tn the future (1967; p. 39).- . ; ' ^ 

^ Assessments hk^ these led to th^ eventual iTf^^mfentatfon of jPPBS;:/ - 
Tn all federal agencies^ rtrid\ihenfo^ 

budgeting in st^te governnient.^^^ ' ^ - ^ ' 

Political Rationality , ' >^^^. " ^ 'V \ 

,Not everyone is as optimistic nboiil technical '(mproac^^ to b\x6-r 
geting, however,; Wiida^vsk^^ recent . , - 

analyeical approaches^ to- bud,^eilng Jiav%^ tended td^ emphasize the 
achievement of economically efficient pfogrnmmatic alternatives at 
the ^expense of politically s5und ^nd accep^table polides. In develops 



* ing ihi case for political Tationality, Wildav^ky quops the philo- 
'.sopter Paul DiSsin^: 

; ^' . , T the polUical prpblem is ^alwayi basic and prior cto AU the otheTS. 
, . , This means that «ny suggeited course, of action niult be evaluated 
^ first by iw effects on the political structure, A coMrsc .qf actiofi ' which 
corrects; econotiiic or social denciencies but increases pdlLticitl difficulties . 
' must be reject edf while an action which contributes to p^itfcal .linpTove- , 
"Cieni -is desirable even if it is not entirely soiind from ^'economic or 
.social standp^nt {1974. pV 191). ^ ^ 

■ ' * . . ■ ^ — ' * ' - i. ' ' - - - ' ' . 

^ The need for political rationality denves from th'e * apolitical 
costs/* as Wildavsky terms the^m. inciarrecl -in the development and 
, .establishment^bP public policy; ; Wi Ida vsky views them as exchange 
•costs, ' ^ \ ^ ■ ^ — ■ . ' . ---^ 

incurred by a political leader when he/needs, the support of other periple \ 
' ■-- ^ to get a fjpHcy adopted. Has^i^ pay . fo,i£pjhis assistance bpusing up . 
resources in the form o£| favors ,(paij:>ona^e/ higrolling) or cocrdve inoVes. 
(threats or acts to ve^o oi tremove" fEO.^ .ofjiee). ^ By supporting, a* policy 
g .\ and influencrng others to do the lanie. a politician antagonizes '^gorne 
' f people and jn a suffer *th^Lp retaliation. ^ If these hostility costs mounii 
.they may furgi into reelection costs^-- actioni tiiat decrease his chances^'(oj 
, * tho'se of- tiis frietids)^of being elected or reelected to ofTice^ Election costSi 
in^ turn, may beconie. policy costs through, inabilit^^^ff eomniand. <he 
* n^cessap fornial powersjto acconiplish the^Hi^ired ptnicy objectives, , . , 
In a Mlitlcal situation, then," the ^^ecd for su^ort kssumes central ini- 
^ portan^A.Not simply the ecoiiomic', but tlie /^^/ifiVs'n costs and benefits 
turn out to be crucial (1974,. p. 192), ' 

■ - ^ ^ . • ^ ^ . ^. \ ' > 

In const^u<?ting, a modeh of state postiecdnda^-education budget- 
ing,.. Schmi^i^in rf-M Glenny proposed •three^criteria by which to 
measure the effiecfhjeness of the budget process:: technical efficiency, 

. allotati^'e efficiency,' and rationality. ^"Technical efficiency/' they ex-; 
plain* ''denoies the degrea to which, an organisation produces a set 
of outputs of specified quality and tquanMty using the least cost set 
of i npu ts a nU vp|ocesse.|\* (1977/ p. 21) . A f 1 oca t i ve effi c i ency is con - 
cernefl with thovrelative preferences of collective and individual 
rnembers of sojdjpty regarding the distributipn of/the costs and bene- 

- fifs df budgfced activities. Using ajsomewhiit unusual conce^Cof 
tationalityffihat^ IS probably allied -to, the /O^hl and Lindblom con- 
teifdon rtipt bargaining^ is a politico econoniic riecessity (1953), 
SehmidtleinV and GJenny put. forward tlie rationality criterion as a 

■ rtfcans- of foc^i^iM on the Sslrgalni rig process, The rationality cri- 
terion 'recognizes tnprmany questions do not "open up" for straight^. 
forwar^ technm|y Of " alio analysis and, as a consequence, re- 
quire a budgetc^y process th^at perrnits discussion and negotiation. 
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The rauonaHty.criftrfon is prirtiqinas^Vimpbrtaiu -i^^^ 

pbscure or contrQyersial, In 4his ci^ufristance, * ' " , 



. :». i prO|ess is designed that-pcmp^s ^"ftgcted piirtles to evaluate the conse-' 
: . quench ©f dtfc^sions and fo barpln ifer favorable"*oiitconies. Outcofties ro^ 
. '-suit Jrbi^ di|s \mint|laEem| fiargnhii^i^ ^process and not fmin conipre^: 

^ « WiWyky'is cIe,^i1y-mpr€^conecrneft a^u^aTlocative: efficiency'aii^^ 
^ , mdonalay Ihan he is .nbour.techfiical ^^cy. f€e arglies stroii|^^ 
i gainst tll^e'parnciiBar form of blidgeting rGpreMitecl by PPBS afidJM 
\ concerne4; aboau liie drive^o inciense technic^.^ciency in budgei^ 
^ ir% practiqp, JB^^mnin rhr^1s^of' hh <liscouoe is to proniafe. 
■I budgeting, jproc^^ allow Un political*neg6tiation. Though for 
|the moHt-pnrt cmi negiitive!^; his argiimqnt can be-viewed as a pw^ 
;|ive,^stnterMnt for hiotc'^ ntilSi^tion to rationality, che third 'criterion 
JdenyfiedMfiy ScfimidU^i and Glenny. On tjie rok oLannlysi^Jn 
budgeting/sWildfV5ky ik.more ambiguous: 



h^^d m tf^c\cnc\ cvimh are much needed and increasin^Iv 
. XkmM. U\ q^nrmi is- not ^th them as sifcli, at all. I have been con^ 
.rerped thm a ^tng'Iia vahic. linwever impontant, ctfuJd rrfumpli over other 
, yapues ;^vi?hnin , c^piliclt consifferatioii ificihp giv^n theie oihers. - I would 
fed much belief if political rationalltv were beiiig pursued w^^f^ the same 
vigor and capnbiliiv fi.i is econornic efriclencv. In that case I would hnve 
fm^CT ^mXm^^nhmi estendinp emcieticv studies lnto the deciilon^makinff 



1 A na^s h n yi d ^JJ^r mq nmakintr - ' 

Schuhz6 Js ^mb^f^ open ndvocate of the need kfr teclyiicai ai|nlysis 
m budgeting; :/;He;*nQnetheless recognizes the importance; of plliticft. 
in .bud^ting^ l^h^^^ the political process, he observe/ human 
\felues are interfbcted into decisiom: "In a democracy/ the poHtical 
. tools of cteciwonmaking — bargaining, adyocacy. negotiation, and 
compromise;^-— are the means by which workabl^c'. agreements are ' 
made iimid coiriflicts nbout vahies and interests*' (I^fiS, p. v!i). But 
analysis is realjv important, *'An?iH'sis;' Schultze mmntaifis/ "can 
help focus deba-te upon matters about which judgment are necessary. 
It can suggest superior nlternr^ives. eliminating or at least minimizing, 
the number of inferior solutjons. Thus by sharpening the debate, 
systematic analysis can enormqusly improve Jt** (1368, p 75). In % 
othfer words, analysis ran refine \he options from- which alternati^^^^r , 
are chosen and in that wav helj^ to improve the qunlirv of decisic^rtN?^ 
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Summing up his eKplicafion. of the role of ^quandtnEive nnnlysis in 

policy 'develDprTient nnd huclgetingj^chuhzG observ*es: : 

■ . , . ■ . ' ■ # ■ 

The most fiustmlfng aspect , of" fJubHc life is not the inability to con^ 
vince dthfers of the rrrcrits of a 'clicrishcd project of policy, Rather it is 
th^ endless houTs speht on policy, discussions in which . yelevaiil issues'^ , 
have not been separated froni the irrelevant* In wliich ascertainable facts 
I and reiatlon^hips have not been ijivesiigated but are the subject of heated 
debate in which consideration of alternatives is impossible because onlv . 
one proposal has been developed, and- above all*, tUscussions in which 
nobility of aim is presumed to detevriiine efFectivenes^'^of prograni, 

There are enough real value conflicis, institutional rigidities, and 
scarcities of information in the wav of effective government action. Lct^us 
not add a massive additional obsracle by assinning that complex values can 
be wRtively translated into necessarilv cbmple?^ programs by nothing 
more than spirited debate. , . ' ' 
It may. indeed, be neccssfirv to guard against the naivete of the syltems . 
. analyst who ignores political eonatfaints and believes that efficiency, alpne 
produces virtue, I?^rl it,Js equally necessary to guard against the naivete of 
I'the '4ficUionrnaker who l^nom resource constraints and bqlidves that^, , 
^ virtue alone produces Wciencv (1968, pp. 75-76). . ' : * 

Clearly, both politics and rjuantitative onalysi.s have importj^nt 
roles in budgeting. Political negotiation provides a' mechanism 
through which social and htiman values can be reflected in bujdgetary 
decisions. Quantitative annlysif, on the other hnnds helps to refine 
options, explore' the consequences oE alternatives; and therelsy helps 
to sharpen the debate. As Glenny observes: ^ 

Despite clisagrcement and lack of tlieejry."; budget professionals are inuv- 
ing slowly and^ pragniaticallv toward a more systeniatic appioncii to bud- ^ 
gelingi .They atteiTipt to applv coniincMi procecluresS and practices 
Bind to gain objectivity in hndget .dccisionmakiiig through data and in- 
formation systems, n^e of anaUtic simulations and decisioii models* and 
new forms of budgets, geneially program tvpei of budgets. While ^^e 
encourage these efForts . , . we ngrce with Dvox who states tliat /jto be 
frank, neither tlie facts nor tlie methods needed to set (In wn a complete, 
^basic guide. for construrtiiig optimal policymaking syitems are vet avalh 
/'able,^ (1976a. p, B). ' " ^ 

The reason. for Dror'.s caution is exemplified in the work of PfefTer^ 
and Salancik. Relying on the work of,. organizational s^liolarj^* for 

'Analysis of organizations from the perspective of deeisioniiiakihg bns been 
carried o^^ut for several vears and a rich literature surrouiidsjit. Riii as Pondy has 
noted, . . sociologists . , , have teridct! not to focus on the resource allocation 
problem" (to70,= p. 271). ' 

Both Clenny (1976a) and Schmidt lei n and Oleiiny (1D77) offer air-^^xcellerH di.v 
eussiori of the interrelationships of organization and budget theory. Beyond that 
are the works of Baldridge (1971), Cyert and March (1963). Downg (1967) ^ March 
and Simon (1958)* and Thompson ^ 1 9fi7=y> all concerned with organizational ilicory 
. and decisionmaking processes. 



the corisiruction of their analytical paradigrn/they found that the 
amount of resources provided to departments was directly related to 
the power (political influence) lield by that department in the or- 
ganization. "The more powerful the d^artment, the less the al^ 
located resources are a function df departmental TOrkload and stu^ 
^ dent demand for course offerings\(1974, p.^ 135), Thm to :unde^ 
.stand budgeting in postsecondary education/one must be aivar^ of 
both the political and analytical. diiTiensipn of budgeting, ■ 
/ As;Dahl and Lindblom point' out, "not all of everyone^s goals can 
be satisfied in economic lite. Economizing, therefore/ requires a pro 
cess for determining whose goals shall have priority and to what 
eKimV' (mSr p: f29). These priorities are deternrined and decisions 
made through a combination of political negotiation and technical 
malysis, Though the literature is replete with arguments for and. 
against both, their separation is artiflcial and rni|Ieadiflg. * 
1 Technical analysis in budgeting is ndt a substitijte for politics. It 
will not, nor should it, seek to ^Hminate politics from planning and 
bufdgeEing, It is through the political prbdess that vahies and intuitive 
judgmenu are. incorporated into decisions. Analysis can help, how= ^ 
ever, to focus dilcussigns, identify alternatives, and assess the possi- ^ 
ble future consequences^ of ;a parucular course of action. .Provided 
they ^e not viewed and used as.etids in^themselves, we regard technic 
cal approaches to budgeting as necessary adjuncts to decisionmaking 
in an increasingly complex environment.- 
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Major Issues in Postsecondary 
Education Budgeting 

■ r . . . ■ ^ .... . 

Given the diverse and far-reaching purposesjerved by budgeting, * 
it should not siirprising' that many issues, many jxjints of conten- 
tion, surround budgeting 'in postsecondary education. Though the' 
issues are interrelated in their effects, we have, for purposes of dis- 
cussion, organised them into- five categories: participation, centraHza- 
tion of authority, equity, inforrnatiori burdens, aHd cost, outcomes, 
and perfonnarice information. ^ . 

In The Uses ol thi\U?iivcrsi(y,^ Kw ll96B) coined miiitwrsity to 
connote the complexity of tlie^ riiodern American university. It -is 
an enterprise conducted by inch vi diialsi ex hibi ting more differences in 
interests than they share in copmo^n and serving diverseaind often 
conflicting purposes, Balderston hab < noted that universities .ire 
'*(md^Iy, but not entirely) focused on the young and paid for by the 
old , . , they are supposed to endufe fotever, and they make'^tiieir 
budgets one uncertain year at a tinTfe'* {1963. p, 1), He adds: 

the general goals of. a univenlty are ihrauded 'in vaguyiiess.. By common 
■ consent, there are several goals/ but there U iiot constnius among those,^ 
concerned with universities about the relative impDrtance of the goals! 
the interdependencics amoi^g ttie?ii.*or ways of Tiieasuring attainment, of- 
them {!974/p, 9), ' , ' " ' ' " ' " 

The vagueness and lack of consensus are logical consequenc^p^f^f the 
manner in which goals are articulated. Balderston again: 

■J " . ■ ^ 

''goals are woiked out bv nuinerous at-coininodations in the : organisation 
father ihan^ .as nf^v appear, being adopted and announced from on highi 
.* . , , In short, we deal with the operation, and deiign of a *msnagt:rial 
^roceii and not the fjuestion of coaching h single executive to do the 
right thing. . . , There are manv contributors to the managerial prpqesn. 
diff^^ently/situated in the university — some tyitli administrative titles 
and crthers wfthout (1975, pp. 4-5) . , . , 

The sarpe|jn,jght be said of the budgeting process in Collegial in- 
stitutions. Not all agree thru this diffuseness regarding institutipnal 
goals Wjeither desirable or necessary, Neff, for example, argues that 

, , , university goals should be centrally derived. Goals — broad state- 
ments of the institutional pUTpo.^ =^ should be an expression of the total 
initii^^tional ^Perspective, The " total perspective is always tnore than thy ^ 
sum of the desires of subgroups withiji the institutions ^1971, p, 124),' 



13 



Partidpation - ■ ■ . . ^ ^ . 

Nonetheless,, Balder^^^^ current state'oE parficipa^ 

, :tQry decisionmaking in iiniversi ties and oth^r senior educational in- 
. stitudons. Faculty, student^ and ■ administrators are alpeffected % 
; and therefore desire to piirtidpate in, the development of -the in- 
0^}^^^ ^^^m^ ^t^mM^ the interests of the al^inini, the com^' 
. and, if it i|a fiublicly funded institution, state agencies and, 

'^^Sf Sfors along with federal "adniinistrators niust ahovbe^ considered 
, r:m:m^dBVelopmem b! a budgatv As Balderstdn points out, " 

\/- w...v"-^' : ' ■ ^ 

o • ^:^tJ3?e univprsuy has become a mixture of mstituiion, enterprise, -and agency' 
This IS partly because it has assembled a Ja^e and confusing range of 
.activities and opeiatinns, but partly also becauie the major parties at 
interest warn to view It in different, waysf the fecu^ty and studenis: as an, - 
■• ^institutionr the trustees and sortie admihistmcors. aa^n enEerprise^ 'and the 
^vernmenEal spdnsf>n. as an ngcncy: Conflicts (^'purpose- law. motiva^ \ 
tion, and style now. from these yifTerent views ( 

Participation in budgeting is further complicated by the unique 
roles of faeuli^ and stiidenti. Oh the one hand, faculty, as teacher^ . 

. ^and researchers, participate in. the orgaiyp^ion in tradHional labor 
roles. On. the other hand, as the dealers of programs, the de^ 
veiopers of disciplines, the directors of research projects, and tlie ' 
maintainers of academic, standards, ftculty perform management 

, roles: Their claim to participation in the development of the budget 
is therefore on the basis of two roles of equal impoyt (AAUP 1976). 
. Similarly, students function in a dual capacity. As consumerB, they 
are interested in the choices made in the budgetary process. Throiigh 
their individual decisions to enroll or not enroll in particular courses 
or programs, they .can impact budgetary choices/ They also affect 
budget decisions through their participation in eatnpus' governance, 
On the other hand, scuderits can be regarded as products of the in- : 
spution. In this capacity; howeveI^ they have less claim to participa- 
tion in. the institutional budgetary process. 

Balancing' the diverse >interesr^ of these participanti in post^ 
secondary education and 'satisfying their elainis for equal participa^ 
tidn is a niajor ch^^H^nge in the development of budgets. The prob^. 
lem is further exacerbnted,, as Shick observes, bv the fact that 

Budgeting is characterized by two opposing tendencies. , v . It is at once 
, a highly fragmented an^ a highly interdependent process, Frngnientation 
comes fftim the dispersion of political powen the tradition of building 
budget requests from the bottorn^up, and the heterogeneous roles and 
, Interest^ of budget ^ecrs, opera*ing offidals. elected exccutlvas, and legis^ 
^ . latofs; Interdependence is an inherent characteristic of all budgeting, de- 
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riving from the scarcity of reiources and the necessity to securo the co- 
operation of many parties in the making of e?^penditure policy, Budgetv 
■ ing can be interpreted as nn efTort to» impoie some coordination in the 
face of the centrlfical pressures of aRencjes and interesis (1071, p. IBB) . 

Centralization of Authority, ^ j ^ - 

• ' As biidgeting approaches hhve been cleveloped that try to counfer 
the fragmentation inherent in postsecondary education and to achieve 
greater commonnh'ty of purpose and thrust through the budgeting 
process^ concei-ns about centralization hrtve emerged, TJie relation-, 
ship of budgeting to centrah^ation of aiu_hority\within organisations 
and Wiong organizations and agencies is treq^ed extensively in the 
literature, Tlfis should not be siirpwing; 'in many ways whether 

, . authority is seen to be properly located or exercised depends on the 
eye of the beholder, ^ ^ , 

\ Faculty members', for exarriple, who feel that the clepartnient chair- ^ 
person did not consult them = suflS^^ntly in .the preparation of the 
departmentnl budget arc dikely to mink that the budgeting process 
was too centralizech The departrnent chairperson^ on the^other hand, 

^ might feel that the dean of the college de%^elopted the college budget 
without appropriate consultation at the departmehtal level — and 
so on up the line: It is an unavoidable fact of budgeting that thete 
are seldom enough resources to do everythi&, Sorne requests \vill be 
supported and some will not. When budget clbcisions are made, either 
implicitly of explicitly, authof-ity is exercised. Whether those decisions 
are.made at the appropriate level and whether the authority is exer^ 
cised by the" right actors are points o|^ major contention^ 

In considering the requests of an individual institudon, should a. 
state agency, the legislature, or thti institution decide whether a par' 
ticular program should be initiated o^f .whether furids should be ex- 
panded on specific activities? Should the legislature provide a lump 
sum of resoiirces and allow the institiuioni through its own processes. 
\ to determine , how they will be used? The .same' , questions can :be 
asked of university-wide administrations in'relation to the operation 
of individual colleges and of coJIege deans witJv regard to the opera-^^ 
tion of specific, instructional .programs, research activities, or depart- 
mental activities. Frequently, procedures and controls established by 
central autiiorities fo^ the budget'prdcess later act as incentives, in-, 
tended or unintended, in^ developing or executing the Jbudget. Ex- 
amples include the requrrcment to expend all resources by the end of 
the year, controls on specific line items such as travel or hiring pro- 
cedures, or the kind of student crcdits-that are eligible for funding. 



The Ceriter for Re^arch and Development in Jilgher Education at 
the University of . California in Berkeley conducted onff of^the most' 
comprehensive. studies &f state buUgeting for postsec^n^aFy-^^^^^ 
The studies focused : on state budgeting and Jpnancing of ^§er^^B 
cation and resulted in Se^^eral important and useful regprts? A fcomA 
mdn theme in each of these reports, developed most extensively in 
GlGnny (1976) and Schmidtlein an<l, Glenriy (1977), is \he growing ^ 
staff dominance in state budgetmaklng/ the increasirig fedundancy of! 
effort among state agencies in reviewing institutional budgets, i-cor- 
responding increase in tl^^e burdens imposed on institutions, and the 
erosion of institutional .decisionmaking autliority. Glenny' points 



out 



As monitoring staffs incrgase s6*dobs t]mr control over myrjidd items 
and iiolicy matters embedded in the budgets. Ziegler, deputy corriniissioner 
for higher education in Pennsylvania, pleads "the institution's case; "In 
the last analysis/ therefore, those who establish the funding levels and set 
priorities within the budget determine how the institution will fiinction, ^ 
To the extent thut those decisions are now made by legislative com- 
mittees and- their stafFi, and by the goyernor-s budget director and staff, 
■ control over the institution's destiny his , passed out of the hands af the ' 
institution's ofTicdrs and faculty,;! tMirtt that , this has been afclear 
tendency during the past decade (1976, i>;. 72). jp 

Similarly, the Carnegie Foundation for the Advantement of Teach^ 
ing notas:^ . 

. . , the overall tendency toward centralization of, authority over' higher " 
educatioH-^-- from the campus to the multicampus system, and from 
governing boards to state rnechanisms. VVe. refret this because; It re- 
duces, the influence of students and of faculty 'members and of . campus" 
administrators and of members of campus governing boards, , . . It also 
reduces Eheic sense of responsibility. , . ./This centralisation seems, to 
have iiad. no measurable direct impacts on polides or on practices, /. 
The governance processca are worse. They are more costly, more cumber^ 
some, more tinie.consuming, more frustrating, and place more power in , 
, the hands" of those who are the furthest removed and who know the 
least .(1976, pp. 

A common objective of recently developed budgetary proqed^rfes is 
to achieve greater consiHtency in the information used in formul|iting 
.budget requests within\HisUtutipns and among imtitutions i^thin ^ 
■systerns. While condstqncy ^is riecessai^ for systeinatic analys^iA^ 
budget requests, Gheit (1973) . suggests that it can also lead to Jhe . 

.^lenhy ei ah (1975>; Bowen,^ Ruyle, and Glennv (1976)^ Ruvie and Glenn^ 
(1976) ■ Schmidtlein and Clenny . (1977)1 Purvis and Glennv '(I976)f Glennv 
(ig76a)rMeisinger (1076): and Rowen and Olenny (1976): * 



i-^imimiion-^l^i^pity 3^ incieased cefttmli^ed direction of hifhef 
; Iducation^- '/ = "'./'SSv:' ' ^ ' •• - ' -^ ^ ' • " 

Thus it can be pbser**ed .that the biidgetafy prdceis indeed may leaiB 
to. the centralizatipn of,aULfe^ edurftion. In the 

, abstract, however, this not < hecessSri ly undesirahJe^ accordirig" to 
; McNamara: :^Vit^lfd^ti^tl^M^ panictilaHy in ■p^ttd;^: ntaftetSi 
^ musi refnain at ike to^. This is paJtll^,,thDUjh Tiot c6 
the top k:hf' (1968, ^pp. lOS-lb). 

Naff s view js that ''the ideal situation is achjeved ivhw decen trail- 
zatiori of activity and tniti^tive is combined Witli a i^rnrtionly. priented 
nattentivfiness to irfstit purposes, Centralizatioii and; de- 

centralisation rfar irorri teing mutually exehi^ are, in the right 
. mlk, both' cotnpUmwmty and neees§ary'*'(197li p. 125), Nonetheless* 
the Issue of £eritraliz^tion is likely tb rernam a ppint of contentiorLun7 
budgeting as long as chdice-^ must be rnade and de^iji^onSrireifidfr 
Though. rriOst ^participants in a budgetary pro^p§i-^qind subscHtie to 
a principle that would enhance 4he- operational fle^cibiHty tht^e 
responsible for ca.ri^irtg ont aciivitieSj this incliiiatiDn is counter- 
balanced Iby' the desire to cotitain this flexibility witKin 'some liinits 
of acc^ptabli ptfrfortnancer.^ the; two ends of the tfontinuuin ' — ^ 
^ the desirability ot (legibility and the neceisity to accaUjitability . ^ 
jnteract at t^afioiis JeveL^ oF the postierondary^edueation hiidjetar^' 
process in such a.\^^ay'thatJ^s^^e^ related to? centralizafibri o( aurtiority 
ari not likely to. diminish- V 

Equity : - _ .^^ \- ' ^ ' - ^ ' ^ ^ ... 

A, frequent objective of budgeting in poitsecondary educatioh is to 
achieve equity In the ftindfng that is prbvided. As iijedin thestf; dU- 
cussions/the concept of. equity iinplies that, siniilar resdnrccs Mll^ be 
pro-vfded iof duiilaV^. indivicjuals, iitJiilar programs within art in- 
stitution, or sin^iiar i/irtittition.^ within a state sysiern. One pro^. 
cedure used, paftieulnrly at the state level, to ficcornplidi thi^ pxfr- 
pose^ iDhnula hLidgeting attempts to relate the allocation of xe- 
sources to standard, consistent measures of an activity. Halstead : 
points out that "fornivitas have achieved accel)t ability among users 
w^ho appreciate equitable treatment based on sound rationale*' (19.74, 
p. 663). ' " ■ : 

The affective use ol forniulas is complicated ty the utiiqjue 
characteristics of individuals, prograrns, and irtstitutions/ While it 
may be desirable to provide similar funding for similar acti\fities, the 
critical variable in this equation is the identification of similarity or 

■ ■ ^ - , . " . ■ ' r t ' 

. - . ^ • • ^ , ■ ■ 17. 



samen|M,;..-NeW- prograins are lilielj to Require more resources thap 
wel^rtablished progr3ins.^ .^ii iBstitutioh that is growing in 'Enroll- 
^,-:fliMit^ IS. likely to and liseff iii' a .^iifeiejit, situation than a similar 
- institutipn. that has nceoUy^eispprtenced a lerious etifollmeiit de- 
cline,; Therefor^ Holnier and Brbomfiald mairitftitr thit , • ^ ' 

one,,of, the Jundamental pwpenie^ 

Jts ib.Iity- to reflea those institu misfflons roles, and: 

Ph)iical planis whidi -require speelaJ nihiitfig consideration [but ihatl ■ 
insutwioni should br provided with '-e^ ; 
. lOt thfiir ovomli role and miision in iKtSliito^^^ ' 

. Fomuias do offer niany advantages, and tliey can routirJiie'difficult 
decisions and liclp achieve a more equitable'ajjproach to the allocation 
■ .of resources (Meisinger, 1976):. But they aiso can. run counter ' to > 
- another impoptam.olijective of budgetinf,,whidi,J to treat, eacli re. 
■quest on Its own merits.- , Equality of funcling is sensible only if a ' 
larse degree of , conimonality exists individuals, 
i programs, aiid; institutions. To the" extent that diversity is Valued in ; 
postsecondary education, however; difFereiit budget procedures and 
processes are reciiiired Thus it is aitued that fbrmulas that ateetnpt 
t& achieve equality of funding also tendf to encourage ^standardization 
and discourage divcreity. They may also create tJudgeting inceritives- 
^ that caiise institutions to act cotiriteT to their mission. Thus,. an im- 
.pwtant prindple of formula Jbudgetin^ is that the formiilas should 
: accomodate uhiiiue, circumstances and provide difierential trcat- 
inent where warranted by institiitionnlly accepted policy objectives. 

Other coAcepts or equity exist, however. In elementary and 
secondafy.educatipn. equity refers npi only to equal funding but to 
equalization of , property-tax ejcpectatfojns among school districts (pd- 
den J 978). Other budge ting-'approaches also deal' With equity, but" in 
different ways. PPBS. for example, woiild have all 'programs evaJu- ' 
ated by^t|ie?saiiie technique>^ cost-henefit analysis/: And- a common 
approach tb increm^nial , budgeting is to provide the same increment, 
on a percentaga basTi,;to all departniehts. , ■, 

In thesj circumstances, the concept of equity in postsecondary- ■ 
education budgeting is complex at best and frequsntly misunderstood. 
Many maintain that atteiripts to achieve equity run counter, to tradi- 
tions of diversity in higher education. But the HolmeKBroom field ' 
concept of equity su^sis that it is achieved only when instltutionaf 
diirercnces are rec^i zed in the funding formula. Viewed from this 
perspective, objectives of equity and diversity are less in conflict than 
might appear on the surface. 
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tnformathn ^Bttrdens \ ' " ^ ^ i ' ^ 

Om of chtf costi of budgerlng^js the technical information uied in 
the parti cufiir budgeting approach, Intorniation costs are detertnined 
'\=by the' kinds ;of data systems needed to provide the required inlorma^ 
tion as. well as the personnte'l costs jof garieratingi; formattingr checking; 
tfansniitting, ind analysing; the infohnation^ Diterent budget^ ap- 
proacHes require different kinds and arnounts Df information about 
dlfiereiit subj^t rnatter ahd^ varying levels of detaH 

Therefoce, i range of issues related to the information' Used in 
budgeting is cdnsidered in the litefaiure^ At the most basic level riW 
questions abe>iit ttefluariUty of information requiredUo support dif-' 
ferent approaches. At a morb technical leverare irnportatit questions' 
about tfte measurement and use of such concepts as costs, out conies 
(berieRts), and performance^ These concerns are not a recent phe- 
npin en on, as : e vl clericed "by t h e 1 93 5 report of tfie ^ Nat i on a 1 Com m i t tee 
On Standard Reports for Institutibns^oF Higher Educado 

"In tlii pait? there has been no unifoftnity -whatfoei^er in the demands 
--rtiade by difiterem governniental bodies or agendei qr even by^diff^ranc 
divisions of the.-same government. Thii situation /if? j pkM m e^cemvk 
^ " burdin on mmy JnstituHoris nrid has made accurate statiitici of highey 

education a" praeEical inipossil>ilii)i It should poisible tb eimbllih a ^ 
. /standard^ Tgport and classification' whi for all 

types oi flnaiicial reports and at the sarne lirne /wHl supply essential ^ 
iJifpTnaatJon meded for internal adftiinistration (1935. p. 4; eniphasli 
added).' ' - ■■■ : ..■ " ' 

Se'veral effort^ have been undertaken over the years to achieve bet- 
ter consistency In the inforniation used in po?stsecondary ediication.^ 
In recent years* the Natidnar Center for Higher Eclucation Manage^ 
ment Systenis hns cleveloped information prccecj^iires that are widely 
Used by institutions and state agencies, and the National Center for 
EducatiDn Statistics publishes several iTiaiiiials to support the annual 
Higher Ed ucatio^n GenernI Information Survey. Because of these 
developmental effortsvit has been possible to improve the consistency 
of biidgeting inforrnation. This has not* however, always decreased 
in form a don burdens iri budgeting. 

Another factor that tends to increase the data burdens of budgeting 
occurs when changes are- made- to. the budgeting' system or approach. 
Because it is important, for compnrative and analytic purposes, to use 
standardized data clefihftioos and collection procedures^ a change in 
budgeting procedures can impact data procedures embedded in in- 
sUtutional information systems. The consequence may be extensive 



^ repro^aiiiming costs or increased persoiinel costs if th^ 

; must Be assembled by hand. .Schmidtlein and Glenny point but that 

^ - ' ' . . ' ^'^ ^ : : --'^ ■ ^ ■ .-I • ^ . ^ ' ■ . ■ ' 

■A major change In the formar of 
.VWsualiy hfw kinds of data must be cpl!ccttd and aggregated In different 
.?^W4ys, Users must adjust to thfe losi of old data and learn t6 the new 

- data 196) . = . ' 

Tliqi the nature of the budgetmg approach, the need for standard 
V data definitions and procedures, and changes in budget formats can all 
iMd, Id increa^' information ^ost^. Nonetheless, the Carnegie Foun- 
^ dation favors *;basing budget actions on the best information, the beat 
analyseSi and the *best judgment of fflghly qualified persons'* (1976, 
p. 12) — even though the Foundatjpn not observed this ha |> 
pening very often, In any/caie, Schrnidtleln and Glenny oflfer this 
-wise cautiom " . : 

- : / Budget procesies must be designed to provide conilstent data on areas 
of - policy .concem in a formal thnt permits easy compreheniion. Data 
> ■ that are too compiek, or that^pertauv to^^reai not meriting priority aj- 
ten tion, impede effective decliio^makihg. , , A process that attemi^tV to 
deal with the riear Infiirtte. number of poteotial budget issues," fdiling to i 
dlstfngush between their 'prloHties/ Is bound to be ineffective ni77 d 
047). . ^ V ' 

- . } • r'-' : . ■ - - .... ^ . . 

: Cpst J Outcomes^ and Performance In fqrfnat^^ ' 
Thte^amount of infonnatioh needed fer ^ucigeting is not the only 
concern, ho%vever. Many questions are raised about the nature of in^ 
fphnation that is usSd as weli Jnformation in three areas is par. 
dcularly at issue; What are the costs of pos education arid 

how are thpy measured and used? What are the outcomes of post^ 
secondary education, and hc^ are tliey measured? How is perform^ 
ance measured? Each of these issues is discussed in greater depth else^ 
where in this monograph. Here,^ discussion is confined to the nature . 
of the controversies surrounding them, .ui^,, v,. 

Cos^i Bacdietti has effectively summecT up the^torihict and con- 
troversy about the use of cost informatipft in higher- education: 

Analytically derived cost information ji tjie most underestimated, and 
therefbre underusc*^ tool available to c^ege and university administrators; 

■ today, , . . Knowing what things coit . and then basing, decisions on 
that cost -inforrtiation says more ^out the caliber of an Instltiition's ad- 
ministration than pracUCally anything else. On the other hand, analyti^allv 
derived cost information is today the most overrated item on the agenda 

. of those who seek to improve the adminUtration of 'higher education. 
Animated by the belief that an alternative reducerf^tb a number is some^ 
how fnore reliable' evaluated, advocates of cost analysis are prepared to 
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overlook the intangible ■nitui^ of education* . . . Thii iiibltitutiah of 
numberi. for _judgment is wrong in principle and wrong in appIicition\ 
w^rivar it may be found (!9?7,"'p, !). ' 

Considerable pro^es^i has been made to develop procedures for 
dm&tmining average tots. (Renkiewicz and Topping 1973;^ Topping 
1974; and Ziemer, Youn|, and Topping 1971). Extensive wrk also 
has ^en done to assess the use of cost information in hlfhet^educatioh 
"(Adams; Hankins, and Schroeder 1978, yoli >4). ^ / ^ 

A number of these studies point to important limitations in the 
use of average costs. Avenige costs provide an e^titnate of qosts for a 
;sp€cifijc-^ef of acfiyity. They/ do not reflect differences betwen 
%peratiorial costs that are fixed, regardless of th^ level of activity, and 
those that vary as the level.of activity changes. Thus Hughes and 
Topping observe ^ . 

that while historically derived coit data can and often do^ne all four^ 
manageinent functions planning, "budgctinf." controlllngi ^nd .evaluating 
other costing approaches, namely the Variable costing approach, would, 
be , -more appropriate for the planning and budgeting functions (1977, p. 

Although* that concliision is reinforced by Roblnsoti, Ray, and 
Turk (1977), Holmer and Broomfield suggest that procedures based 
on average cost can be useful in the allocation process. Though they 
intentionally avoided the use of historical<ost data to prevent perv 
petuation :of historically developed .inequities amqhg Oregon state^ 
colleges and universities, they developed a systeni that "in its con- 
ceptual form has gained! unanimous endorsement from the chief 
ejcecmivel of all [institutions in the Oregon State System of Higher 
Education] as an acceptable vehicle for the rational and equitable 
allocation of resources in the state system*' (1976, p. 5). Their ap- 
proach relied on three premises:. ' : , 

the principle of equi^i,eH(in which institutions arc differently Ainded only 
in specific areas where documeiuable differences in resource requirements 
can be demonstrated); the prhiclple of external slaridatds (in whith average ^ 
' ' w)st indices are derived from analyMs of comparable institutions through- 
' out the nation); and the -principle of institutional autonomy (in which 
lineutem accountability In resource allocation is discouraged 'in order to 
allow fullest exprfrssion of institutional goals and priorities) (p. 3), 

Even though cost analysis has been used in higher education 
throughout the twentieth century, the technique has not progressed 
beyond the average cost method. "It is only in the last year or two;" 
Hughes and Topping note, "that decision makerp in higher educa- 



tion Have seriously begiin eo examine tliernatms to av^age his^ 
j>!^MoricaI unit costs" (1977^ 17), t 
^ ; Alette problem with the use of cost iriiormation in budpting is 
: that as c^t Jnformaiion is aggregated, It; begins to lose progTammaiic 
iand dfdsipri rdevahcer Schmrdtlein and Gienny point put f , ^ 

Budgets are mrely able jp . reflect the ml cbsii^of aciivUiei and dt^ 
, , . ^^^^ :p^^^ ot operatiQn. Real .cbsts are dimcult and expensive to de^ 
^ The complfxitlea o^sep^ 

' and allocating Ihe cdsil of activities, that have joint Producti mult in the 
?^^! t«> ^»f"P>»fy budget ^timal 

. 1^ djpcult tp. trace a clear, simple link to com (1977, p."249), 

^ Outcomes and PeTformance ^ Progress also has been made in the 
identification of the outcpmes of pdatsecondary education/ though 
4hii work is not as well developed or as widely recogniied Lenriing 
et aL (1977) and Bowen (1977) have-botli coniprehensively .examine 
^^e ^outcomes and possible benefits of postsecondary education. In 
addition, procedures have been developed for measuring K?me of .the 
more immMiate butcoiriei of instructional and horiinstructbnal^ 
pMm^(}fiiQGk;SeTvice, and Lee 1975^ Bower and Renlcieww 1977). 
But signifiGant prpblemi remaim Few adyartces have been 
thejormal use of outcomes information in budgeting, biu iGieristing 
expefiments are occurrkig at the Unive^ity of Hawaii, fthode 
Island (Micek and Jones imfi). and in Tenmssee (Bdeue and Trout t 

-.1977). . : . ;. y y ' . . ^ >r : 

^ -major difficulty in the use' of outcome information in >udgetiqg 
IS the time gap between the d^livei^ of education ^nd the occurrence 
of she outcomes , (Peterson 1976). Current measuremfnt procedurea 
focus on the resuhs that occur during or immediately after the edu- , 
cational experience. Yet miny'of ^he important Outcomes of highei^ 
educatiori prqgranis do not occur urv-tll much4a't'er. Sifting through 
fhe many interactive effects that occur time presents measure- 
ment problems that are barely comprehefa^cf, let alone dealt with. 
For this reason, researchers and practitioners are s^dying with great 
interest the uses that can be made of new procedures and studfes 
concerning longitudinal student-outcomes studies "^^(Astin 1971; Wis* 
hart atid iRossmann 1977; Bower and Renkiewicz 1977).- 

The use of outcomes information to measure perfbrrnance is 
equally; complex. Baldehston gets to the heart of the problem: 

Universities are more attuned to their processes and thrfir timHmkms - j. 
than they are to their conieqnences. They cuitomarily hav^*niuch more - 
. exact measures of activity or size than they have of consequences or touUs. 
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V \ It ii fisier to get rhiflt to say how many siudenti they have than what ^he . 

studants have leamcd aiid how they h 
^ . : . ' i books wHtten than Vto say which are «f "value- Evan^^ the/n*w^IvC6^1mit- 
^^ V" ments of uni versi im are ^ la^I y b proceis ^nd m echah ism and^r^. not to 
contequences oj to agreed goals. . But as to phHosophical ends, uni-" 
V ' , veVStiei are designad to house enduring, diiagreemenls withouf breaking 
apart (iStS, p. .3). . ^. . ^ : 
" >■ - ' --'-^^ ---'''^ ^ --V = : ' " . ■ = . ■ ■ 
^ As interest heightens in measuring the outcomes and performarice 
of higher edutation, mstitmions rauit riot lose sight o£" the im^ 
portance of process. In many ways, the process dimensions^jnake unit 
^ versitiei^ what they are^ it ^ diffioult . to ^determine 
; them dimensions with existing measuremenLt instrument^ and to in- 
cotpprate or even" accomrnodate tliem in budgeting systenis. 
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IvbluHptt of M Budgeting 



; Buageting, likd-bth^ adifn^^ in poitseconaary 

: edupdon^Jlas. borrowed heavily from tHe-^actidsilQrboft private 
\ business;ana public administration. T>"betfer undeWtaiid: d^^ 
ing trends in postsecondary education' budgeting todmy. it ■ is help- 
ful to review the evolutioR of budgeting in businesi and^^overn^ 
pent. Our reyiew^fpajses more-on -tbe developm 
; ::budged% prac^^ Mudgeting; This is in line^th 

the wl^telirf that "thr|Qa1s tjf highereducati riiore like thosi 
of j^Htics than those of riie corporation*' (Fischer 1968, p. v442). 
TOii p|rceptJc^ da-i ves fi^ aie^faci that; typically, profit is nbt the 
prindpal goal in either^^]^^^ or college admin istra^ 

' tion. Instead, college administrators^ like thei counterparts in. the 
public lector, usually, pursue obicur^ and/^ften conflicting goak 
Des^te thi^ ambiguity of puippse, however/ thefe has been ;a deHnife 
trend during this centuVy toward a more businesslike approach to 
^^"dgeting in both pUblic and^colle^ adnnniitration (Glenn y ia76a 
p.|).-; -^^'^ ; . :\ 

^^tjon, we review qji^orate buy^ung ^actice, trace the 
histwy of budget reformjn public adniinistratiori, and try. td^fllii- 
. strate the relevance of each postseconda^ fducation. The sectipn 
doses with, a discussion of emerging .fectprs iri postsecohdtfr^ educa^ 
tion — factors that likely wiy^ Iead, tb further changes in budgeting 
practice. ^ ^ . " " \ ." '""^ . . " 

BiLsiness Budgeting ' v ! ^ - / ' 

- Text^ on corporate financial management are fairly consistent in 
.their treatment of budgeting. Invariably, one finyds that the benefits 
and purposes of budgeting in business are related to planning, co- 
ordinating, and management ^ntror(Heckert and Willson 1955, p. 
14* Bacon 1970, p.; 2)1 Budgeting seems linked particularlf to plan- 
ning iri industry, flastings notes thfft biidgeting helps to $ystematiEe 
planning and suggests that in fact, '^one of the great advantages of 
the budgeting; process is that it enforces a degree pf coordinated plan- 
ning*' (1966, pp. Both Hastings and Hectet and Willsori ob- 
SCTve that budgeting in valuable in cornmunicating overalL corporate 
goals to lower managerial echelons. . * 

Anthony and Welsrh (1974) have discussed three types, of budgets 
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that Cogether cbniticute ibe niRSt^r budget: the operating budget, the 
cash budget (which cpnrrolr cash flcnv), and the capitaUexpehdiiure 
budget. The operatFng biidf-et, which shows "planned operntions for 
the forthcoming year InchKlmg fevertue [and] expe (p, 824), rev 
lates most directly to the types of postsecondary-education budgets^%ve 
discuss. They note thai .ih the corporate sector the operating 
budget often ^consists 4f two:' parts, a program budgtst and a re- 

r spdnsibility budget- Tne 'program budget, used by top trianage- 
ment,- states the estimaied revenues arid costs, of- the, major pro^ 
grams that the cornpany plans to undertake during the year. The 

, responiiBiUty budget* on the other hand, is used as a control device. 
It statei the 'performance that Is expected of each manager. In some 
cases, Ahthony and Wehch report, it may take the form, of a variable 
budget, showing **the planned behavior of costs at various volume 
ievels**^ (1974, p. 325),. apprppriations type of operating bu^et* 
quite common in governrnentaj* budgeting,; is httle used in "business 
(Heckert and Willson 1955, ,p, 47). The appropriaiiDns^ype budget 
establishes spending liTnitations and is used most frequently in such 
nonproduction areas of binsiness as advertising and research and de- 
velopment. : J ^ - 

Although- varying ^ornewhaf from setting to. setting, the approach 

-tb 'developing budgets Jri business enterprises is fairly standard. 
Heiser identified six coinni on steps, beginning with the specifications ^ 
by top management ol: corporate objectives. The formulation of 
plans and lists of assumptions by ench department head is the next 

"step, followed by the amendment of plans^ and assumptiQns. Budget ^ 
presentations to impletnent the, reworked plans then are made to 
higher management, appravaV fs granted, and n go-aliead signal is 
given (1959, p. 38).- V , ^ - . 

Budget Approaches in Qovernment t 

Schick observed that the governinental budget serves three princiv 
pal purposes: it controls spending, it enables management of activi- 
ties, and it determines objectives. He suggested that proposals for 
budget reform usually result, from a belief = that one of these three 
purposes is being empliasiied at the expense of the others (1971, 

As Charles . Beard observed over 60 years ago, budget reform in 
public administration "bears the imprint of the age im which it 
originated" (in'Schick 1971, p. 8). Depending on prevailing preceptions 
of weaknesses in public administration, new ways to approach budget 
planning have been proposed throughout this century. As we re- 



viaw;the several impormnt pJias^, note hpw each era orreform c^ 
to dianp the rektionship between control, management, and plan- " . 
nlng.A^equently, these rdTorim to adaptation^ of busi- 

^ neg budgeting: practices and ^ possible by the ina^eaiing 

profasion4H2ation ornianagers —-both in business and government. 
^ Schick describes tKree major eras of reform in public-administra^ 
^on budgedng (1S66, p; 2^^^^ are best known for their 

i respective orientations ^ control, nianagement, and planning. 
^ ^: The- Exmitipe Budget Movament ^ ^ Wrom about 1910 through 

virtually every state adopted some type of budget innovntion ^ 
that "Tnight be considered a p^rt of the contra Wiemation er^, or . ^ 
-akeciitive^budget movement. , At^ the federaj level, this ; movement - 
took the form of the Budget and lAccounting Act of 1921, wMch 
established the Bureau of the Budget State^evel reform^ Jn this^ 
era had. one thing in comrnon — they created or reinforced a icrong ■ 
Tole for the governor w^^v^Ioping the state budget.- Prior to ftii ^ 
time, the typicar practice was for each state .a^ncy to submU its > 
budget ^oposal directly to the legislaturfe; according id its omi m ^ / 
counting conventions^ and lomats^.^Then. each agency l^rgained di^- / 
rectly with the Jegislntive app^r^ committee. Little 'a^eniion < 
was given JO matclfiflg^ eicpehditufes\ with revenues^ and ther^^ waf =^ 
little interest in creating state policy to standardize spending- in 
certain areas. About the only supervisipn received by the agencies 
was that provided by the auditor (Schick 1971, p, 14).' / 

Despite the chaoti'c image thi^t this scenario evokes today/it apf . 
parently did not present much of a problem during the/days of 
smaller-scale governmental activity. When government di^b^pn to ; 
grow, however, concern developed that public affair^/shouM be 
managed, more efficiently.^ In many states, citizen advisory commit^ . ^ 
tees were created to study budgetary and admini^rative reforrn.^ 
Trequently, their members were drawn from the yiinks of corporate^ 
executives. ' ' . v / ' / 

Observing public budgetary practice and drawing on their corpo- 
rate experiences, the advisbry committees proposed a series of re- ' 
forms that came to be known as the executive^budget movement 
Schick reports that there %vere at least three conceptions of the 
eKecutive budget: as a means by which (1) the chief executive com ^ 
sidered the needs of the ^tate in its entirety; (2) the executive stand- 
ardized and consolidated agency estimates to insure the efficient 
conduct of public, busings; and (3) central controls were exercised to 
deter wasteful or unlawful administrative behavior (1971, pp. 1546), 
This third conception of the executive budget movement also led to 
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the, d^Y^lopirnent of various uniform xdrninistrative procedures, in- 
.eluding those Jqr^accounting/ purchasing, " 

Performance Bmlgeting-— Over lii^e, fnterest began to shift from 
use of the budget as an instrument of ex|ienditure control to its use 
\ as a means of ^promoting eff^ti%'e majiageraent ^f public activitiei. 
This need developed, at least in part, from the greatly increased 
scope of governmental activity, witlx its New Deal projects, World 
War Ilj and the various post-war econoniic-recovery programs. Ho%v> 
ard' character i zed the period from about . 1940 to the late -1960s as the 
"management era," in which the stress In public . Budgeting was 
placed on output (1972, p^ 49)' 'This.:;managei^ orlentatidn gave 
birth to^ a new budgef-plaixnin^ approach \f= p budgetirig,' 
Al thdagh the 1 949 Hoover Commiss i on * wM the first to . uSe the 
term/ Schick notes that "the^ Commission ;c^^^ name; it did 

not invent the concept^* ^9ny.p; 30). ^Performance, budgeting wa^ po; 
more than what had long been known either as activity ou junctionnl 

^buageting. .^^ V- ' V^^^^^^ ^ 

'Mosher„ states that "the central idea of the performance jjudget . . 
is that the budget process be focused, on ' prOgrarts and functions ™ 
^that isi accomplishments to be' achieved,, work to be^^one*' (1954; 
p. 79); In other wordsi activities were treated as ends irt* themselves, 
Thec: typical .performance budget, comprised activity classlflcatiori, 
performance measurements. a,nd perfgrmarice reports. : 

:The activity classifications fforrnally described the work ^to be done 
within distinct operating units and thus followed norrhal organi- 
zational lines. Schick notes tha^t "theijasic format qI all per for mcj nee 
measurements is^ the. relation of inputs to outputs'*. and that per- 
formance reports are "a special type of . performance measurement, 
retrospective assessments of what \vas accomplished with budgeted 
resources** (1971, pp, 474^). Together, /the three components cori- 
stitute the management orientation of performance budgeting They 
compare the actual work done %vith per for ma rice targets in individunl 
work centers. The performance repcn^ts* by depicting deviations fro in 
expected performance, identify iieeded mnnngemerit action. 

Planning, Programfning, anel Biidgethig Sy sterns ~ Performance" 
budgeting hardly had been named w4ien the planning orientation 
began to dominate in public=administration budgeting* The in- 
creased inttfrest in planning, accompanied by hew economic theories 
and a greatly enhanced ability to analyze and assimilate data with 
computers^ led to the development of planning, programming* <uid 
budgeting systems (PPBS) in public administration. 

PPBS had its origins in the Rand Corpbration*s efforts to analyze 



^^n^itary spen Robert Mc!^am^^ was.^ppointed Sjecrc^ 

- tary , of Defense, he implementoi this^ap^o^ch throMf hout : the De^ 
. :pajtmtenL Raports of success in the Dipartnieb of 
. President Johnson, to issue an Executive- Order ^lA 1968. that directea 
all fed^l a^ncier to^ implemem the PPBS'apfjrDtch to budget 
planning. Merewitz and Spsnick report thar^the US government 
:quietly.^abandon6d its compuliive>erslon'* of PPBSMa> June :197^^ 
after it; failed to achieve its promise X197i; p. 801), ^t1lno^a^ recent ^ 
.years, anpther version of planning^orifnted bwdgeiinf has erfi^ed 
— zer^base budgeting. It and the other methods we hMva mentionetl: 
ire described in greater detail in the n : 
^ sura iip,^ we hafve witnessed tlm^ fairly aLStinct budget to^ in ^ 
^ this century. . The ^execu tive-hudgei mc^emM con trol in re- 

. sponse ta wd^s^ead percepti waste;iiidl inefflciihcrin -gov- 

:^^nmmL The pferfprmance^biiagetinl e^^ erriphasi^ed inanagement, ^ 
drawing ortmich scientific m^^ ^ork measure-^ 

inent and co^t accounting :Mor recenttyA the PPBSse^r h^s shifted 
. . the Jocus to plwning, in th| belief that activlif^^should be more 
closjely rela^d td objectives, ^ = . _ ; ; 

■ Budgeiary Prattwe in Postsecanddfy Mdimtim ^ " :^ " V 

^ Very little has been recorded about the appro^che^ to budget plan- * 
ning in eariy American higher education. The ^ late J^raes' Conant 
memorably eJcpressed Harvard's long-standing philosophy tfnd per^ 
haps that of other private instittitidns of his day: ^'Evqry tub stahds 
on its own bottom, each Dean balances his own bndf eV' (quoted in 
Millett 1952, p. 230). BiU as RusseU has sincr obsemd/ state^con^ 
trolled ^colleges and universities ::have tended tojnodel iheir practices, 
largely on the Experience in goverrimfntal service*' (1954, p. 86)/ 
^ Ev^n today, one can observe aspects of each fovernmental budget 
.refofm era in poststondary education practice. Many institutions 
[ ^Wllj^^pl^ the positibn and line-item control tOQh of the wecutive^ 

that resemble perfWTnance^bud 
load measurements remain common at the state level^ And variations 
of PPBS or ^ero^base, budgeting are the accepted pwtke at a large 
number of institutions and state agencies. 

As a state moves from one budgeting era to another, It frequently 
just a^ds new budget requirements ratJier than replacmg those ah 
ready in existence. Thus jt is possible to observe in st;inceV where 
the main features of an executive budget, perfoTOance budget; and 
program budget are woven together in a unique budgeting approach, 
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Since each of these generic approaches to budge^plnnnitig has de- 
veloprf to serve a different purpose (control, management^ or plan- 
ning)^one would expect that budget planners at institutioris in these 
states confront iinduly. cbmplex requirements in their-budget'deVelop^ 
mem activities, . ■^ v m."^ 

pespite the public-admimMratton a^fl 'biasin infl^uences'^hat pro- 
iriote more systematic budge^try in postsecondary education, 

rOne still finds much variety nmohg the states. Rracrite varies in the 
public sector by comparison with the pfiyafe sector, and!wi£hiini jhe 
public sector itself. In a seventeen^state ,study» Glenny observe^ 
that each state aclopts its budget meth^s arid practices "to reflecf its 
particular political mores arid structures'* (19763, p. 29)/ Glenny at» 
tempted to characteriEe each" state's practice according to a taKOnOmic 
structure. Although the ^rucuire was kept purposely §imple/he still 
found that "no two of our 17 states, fit into the same celh-nn eaffi 
column!* (p. 34). ; ^ V . ^ 

Although some: cuf rent budget-planningVpracfices .were boWwed 
. from the business world, financial manageriient (an^ thu^; budgeting) 
practices in postsecondary educatiori differ from "those u^ed in fbtati- 
ness in several .ways. To a vmiich -iarger degree than is usually found;, 
in industry i higher echication relies on accounting/ Revenues 

are hot pooled into a single account available for any worthwhile 
institiational purpose. = Miller describes six jeparate funds that are 
establishfd in most institutions. These aFe current funds, "loan funds, 
endowmerit' and other nonexpendable funds, annuity; funds, plM 
fundSf and agency fimds/ , Additionally* each oiF these six? fund gfroupi 
may ^e divided into restricted and unrestflcted funds (1967, p. 102). 
Goveimmerital agencies, including state pbstsecondfiry education in- 
stitutions/rely on fund accounting more of neceisity than choice,. TTiese 
agencies are required to demorisifate that they are being good stew- 
ards* arid they must account for the use .of the publicly funded ap- 
propriation according to the accompahyirig fund designations. The 
approach ^ to financial management tali en in colleges and universities 
no. doubt alsd derives in part from the si^gnally important operationa! 
difference between higher ; qfkf&tion and business that we noted 
earlier — the lack of a profit motive. 

Dunworth and. Cook have observed that-^hile the^profit motive is 
the principal management concern in most commercial enterprises, 
no similar mechanism. exists to influence management in universities 
(1976, p, 154):^ Mbrfe^over, other goals often are ambigtious and progv 
ress toward them difficult to measure. As a - result, tlie budgeting 
process does not . encompass the type of planning that takes place in 



; a business ^nt^rise^ to allow xhe %aMger jp understand how h& 
; ^^^^ budget and ;actm contribute to %e aetoinplishment of t0e c^v 
; gani|ationar Morgan argues,; the ^^ecoupling of goals and 

-' 7 tripaaetloflaJ: data and uiiiveraities; by edmparito 

;^th riie practice Jn p^ a fittefc of 4^^ 

, greei it is a ^iftrerice in kind, that would ^qUire a quantum 1eip% 

theory to connect*; (1978^ p. 16);. „ ' ■ - ^ / 

J V "^^Rpf^NejW to^use co^po^ 

:;rate; 'econp^ jnoci^ls. to dei^lop ■ publtc^ector " budgetary, sehehiti. 
. ^ ,;rhe I^deri^vpf this ^mSvi^^ th^ business tn^del topically 

: ; ^^JegiBlm^^^m who atteinpt M^kpply thgir.business'teA'^^^ 

^ pounds fQr. tiie'ben^fit.of colleg^ nn.d universities. ' Altliough some^ ^ 

times aclmittmg that ^their mide^^^ the, links'^betweeri the 

./ purposes arttrDiitcqmes of. postsecondary education remains /rather 

crude, "they^ maintain that^ in due Ume refinemem$; will brin^ 
■ ; closer;, to clip ideal of the econQmic or ^business' moder fMor^n^ 
J978; pp. I3.M)^ h.^: ^ ; : V : \ 

\£mergin^ Mt^caHoh Budgeting-- - 

: .^^^ lessons drhistory^ive ur little rfiasqu to believe^ that budgeEiiig^ g 
:/pracHee has eKperienced 'its final miprxii. As. the principal planninf 
. and controlling cleyice ip c611eges and 
^ : COntinue to be responsive to errfcrgi%' prdblems.> Among 

tests that postsec^dary education hydgeting.will^foce during th^ ^ 
.next decade are: Xtj dealing^ivith'enrd^ dfecline, (2) responding ''^ 
to new t)pe^ of injuitutibnal accMto (parii£ularly those: labeled, 
adult and' con tinui^^ continuing to sausfy account^ 

ability demands, and (4) accdmrnqdating collfctive-ba^^^ 
growth. Additionally,! inflation; pardc^ that related to increased 
utility phat-ges, h likely to cpntinue^fls a^.niajor budgeEary probletn 
^ (Ginsbui^ 1975, p. 45^Navln and^Ma^ir^^l^^ p, 215); 

EnwUment pedim ^ The li^ly' ^rop ^in overall enrollment fti 
postsecondary. education during: the Wtiihg decade, has/ been ^ 
thoroughly chronicled. Jh^TuflQ^ managers in higher 

education have recQgnized for several yeat^ that their market^ was 
headed/ for a decline that piay last tor the rest ^ of the century'* (1978, , 
p. 16). The enrollnient: d^line, if one should bccur, will have botli' 
visible and hidden impacts^ on coUege budgeting/ The most bbvioua 
financial impact, of course, will* be the loss of tuition revenua,,^3ruK 
tion\charges ma)^ be increased somewhat to compensate fbr'Iosses in^n 
incorM xaused by Jower enrollrne But \^^athersb^ and, Jackion]; 
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summarizing their rcvii^ 'of several stucient-deinand scujies, con- 
clude thar colleges will encbCmter sonie degree of price elasticity in 
. the itiident market (I375i p. 2). Tiiat h, nncreasirig tuition may at 
soma point trigger a dispTopotftionatel^ large drop in eiir^Ilment. 

Potentially as threatening is the prtspect for institutjoris in the 
piiblic sector of losing ^we reyenue as enroll men ts decline As %ve 
discuss in the forniula^btidgetirig "section, most states rely to SDrtie 
degree on enrollmmt CDxrnt j'j^,-deteriTiihing financial ^iJppDrU Al- 
though public deriientiiry aiicL seCDiidary Jchoo systems Have be^n 
funded thrpugh similar foriniila mechanisms duririg periods oi en- 
rollnient decline, and Friedman observes that they have riot felt tJie 
full, potential financial i^npact of their enrolliTient loss (lfl77, p, 84). 
This is because the forfnulas ^'ere adjtasted to afford sonie degree of 
compens^tiori. Widesprend cancern reniains, howeverj that the coni- 
ing enrollment decline ivili impact the stOte-funds portion of the col- 
lege budget, since state governments now. face both requescs td sup- 
port a' broader array of social progranis and demands th^t takes te 
reduced. * ^ 

A somewhat less obvious impact of the enrollment decline on the 
college biidget ivill stem, from the changed marKetplace 'in which.. all 
colleges and universicies v^ill to DperatingJ Even colleges experienc- 
ing growth will Rnd that their ability to at tract faculty and staff Will 
be diffeirent than it w^oidcl be in a pervasively growing market,^ Ad- 
ditionally, college-^ are likely to find that they must nllocfite greBter 
proportion.^ of their biidge^ts to adniissions and program development 
efforts to attract new student.^ and to remedial and developmental^ 
programs to retain stiirfentH they do attract. 

New Markets y Or Higlirr Education As Tucker ha.s suggested, 
schools can pursne one oi two strateg^ies to rnaintain thei^ enrc^llrTient 
(1978» p. 16),. Most of the cominents in the preceding paragraph conv 
cerned his first option ^ obtaining "a greater share of the esci sting 
itiarket. However, many four^year schools are beginning to adopt the 
coinrnunity college patterri and at tempting to attract potential strb 
dents not currently part of that rnarkeu In pnrticnlar,Uhefe is gf ow^ 
Jng interiest in serving the adult learner througlf continuing education 
progranis. But this new service opportunity alone may only partially 
anieliDrate the potential budget problern. As ruirnan observtes, "even 
though we will add adult enrollments in numhers beyond %vhat we 
have in^reviou;s years, this will riot offset the demographic projec- 
tions fSs^tber rpajor areas of enrollrnent'' (1976, p. 7), 

The move to serve nW markets may even create other budget 
problems. Glen ny speculates that one of the first decisions to be 



feced if adults are successfully recruited the campuses ivi 11 be who 
will pay the. cost (i976b, p. 20)/ Maiiy states have adopted a lunding 
policy of snbsidizing only credit instructbn. Until recently, this 
would have excluded mDSt continuing education activides, but now 
many public institntions are starting to awnrd credit for such work. 
As a result, tliese stiidents have become eligible for state funding 
throujli the ndi^rTial fonnula processes, T^he incentive problems cr^ 
ated by current funding rnechaiiisnis and concerns about maintaining 
academic quality suggest that this will continue as an issue for years 



to CQine. 



Conmuing Accotintability Demnds ^ The past decade has seen 
the temi accountability assurne mnny new meanings, and tWs trend is 
likely to continue thibugh the conoing decade. 'Traditiprially, the 
term has alinost always referred to the proper use of func^; ^Ithougli 
by 1972. Mortirner found It necessary to distinguish among rnanage^ 
mem , accounEability, evaluation, and rtfS|^ntibllity, He relates 
nianagenieiit accountability to or^ariizational control, %vith eKpecca- 
tJons as to effectiveness and efficiency: often being e)cpressed in la^v. 
Evaluation tends to focus only oh educational effectiveneBS and 
.^ usually is an internal rather than exiernal, process. Responsibility is . 
distinguished from accountability in that the fomaer represents the 
assumption of a voluntary obligation, rather than a formal liability 
(J972, pp. 8^9). ^ 

Accountability^ demands have^grovn in recent years. Part of the 
gro^vtli can be traced to the creation of ^hat Glenny terms the ^^many 
independent bodies at the 'prOKimate^' level , . \ f that] sequentially or 
- sfmiJltaneousIy revie%v the higher ediicati on hMgm'' (1976a. p. 6). 
The growth also derives from a change in facus. Adams, Hankin^/ 
and Schroeder pbserve that in recent yea^s, ^^niost discussions^ of ao 
countabihty in postsecondary educatiori have Reused on the goals 
and priorities of the ihstructiona], research and service functions" 
(1978, p. 74). . 

The past decade saw a shift from fiscal to prograni accountability; 
we are now beginning to see a shift totvard social accountability. Nefi 
speculates that this will be a significant problein in the years ahead, 
since mcrst universities still make ''particularly crucial decisions about ^ 
resource allocation" that are influenced more by the traditional con- 
ceptions of the university's social role thaJi the npw demands (1971, 
Pp. lIfiJl7). For instance, Mortimer foresaw that ^Vising societal 
and legislative expectations and the rulings of the courts fwould] be 
key factors in holding institutions accoiin table for providing eqxial 
acre^s" (11)72. p, 47). As postsecondary education beromes account^ 
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able to more graups for more purposes, accountabili ty fnnsideratiDns 
Jn budgeting will tindoubteclly incf^^ . ; 

Collective Bargaining ~ Anotlier phenomenon of tlie past decade 
has been the advent of faculty, collective. bargaining. There are many 
theories as fo why collective bargaining' for fnciilty has only recently 
erneTgecr after sn^^i a 'long history in private inclustry; in certain 
aspects of governrnent, and even in sonie of the nonacadennic fconv 
ponants of the college. Some attribute it ta the rapid enrollment 
growth of a dacsde ago. with a conconiitant Joss of a sense of corri^ 
mnnity.= Others claim thnt it is die result of enrollment decline and 
feari for job securiiy. Regnrdless of the reasons, nearly every ob^ 
server agrees that facul ty" col lee tive bargaining i nfUi en ccs budgeting, 

Considernble ntieniion has been given' to whetl^r^ie presence of 
CDlIective bargnirjing influences salary levels of bargaining-unit merri^ 
bers. Le.^Iie and Hn reported that faculty compenstition in unionised 
institutions cluring 1974^7^ averaged about SL291 iiiore than in rion- 
uriiOTi^ed institutions/ After a periocl of steady gains for rmion man> 
hen, ho%vever, this trend was reversed in 1975-76, %vhen the ad- 
vantage shrank tc^ only S80O (1977, pp. 27-2B)^ Maples and -Caruthers 
// report that **tlie traditionrd. rewards ~ fenves. travel, bonuses, and 
discretionary salary increases for meritorious service tend to be 
strictly limited by negotiated coii tracts" (1978, p. 9). McGo'vvn em- 
phnsi^es this point: *'Miich of the budgeting decision making of today 
^'^^^^yM^ P^^^ the bargaining table wheJi formal collective bargaining 
begins** (1976, p. 14).^ Ancb in fact, Weinberg reports that in some 
instances^ budgetrny decisionmnking has shiftecl not only to the bar- 
gaining table, but id more centralized authorities as well (1976, p, 
106). ■ . \ 

5omq writers stispect that collective bargaining influences budget 
planning even at nonnnionized institutions. For instance, .Leslie arid 
Hu suggest that salaries are frer|ucntly raised in an effort to dis- 
courage fnciilty froni seeking union affiliation (1977, p, 20), Other 
concessidns affecting the budget probably have beeri or will be made 
in nonsalar7 areas ns welh Regardless of the economic consequences 
for faGtilty,^ budget planning and decisionmaking consequences are 
r€ah ^^-by/' . ' ^ " 

In reviewiag the evolution of modern budgeting and its growing 
influence ori budgeting practice in postscfondary ediicaticin* we find 
good reasdri to believe tbnt efforts toward rnore systematic budgeting 
a re 1 i ke ly to con t i n u e a t c ol I eges and u n i vers i t i es . Our su rvey of the 
budget-plaiining poblems tliat seern liKeJy "to, .conimand most at- 
/ tention in the corning decade renews oin-, .roiivictions that more 
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systematic budget-plannihg processes will be required to aid in their 
resolution. In the next section, we describe in some detail many of 
these formal budget-planning approaches and assess their potential 
for dealing with the problems of the next decade. " 
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Analysis of Current Budgeting Approaches , 
In Postsecondary Education / ; 



The several approaches used in postsecondary education for bud- , 
geting._have been cntegoriEed in various ways, Robins ideniifies line- 
item budgets, pr^jram budgets, incremental budgets, zerD-base bucU 
gets, .and formula-based budgets (1973, p, 10). The' 1973 Annual Ke- 
^port of the SMU Institute of Technology (1973, pp. 2^8y identifies \ 
such approaches as: "every tub on its own bottom"; the '^king's de^ 
cree*': the '''squeaky wheel gets the grease"; tf\c formulae the plan- 
ning, programming, and budgeting system; and zero-base budgeting, * 
Bacchetti adds convergence budgeting ihis same list of techniques 
.(1978, pp. S-16), Adams, Hankins, and rlinx ler discuss "innovaii've'I * ^ ' 
budgeting techniques, such as cost-inconur ')nd sting, internal pricing, 
and program budgeting, in addition to considering the more tra- 
ditional increriientation of the previous^object or line-itern btidget 
(1978, p. 54). We find that incremental budgeting; formula budget^ 
ing; planning programming, and budget systems; zero-base budget^ 
ing; and performance budgeting "are representative of the most 
frequently discussed and practiced methods today. Each of these 
approaches is described beloW in greater detail. 

Several factors influence the adoption of a specific budget-planning 
approach (or blend of approathes) in a given situatibh, 33 a Id win be- 
lieves tliat "budgeting techniques in use today depend Jieavily on iJie 
type of management philosophy being used within the institution"' 
.(1978, p, 3). Perhaps an equally im|>ortant factor is the ^economic 
condition facing the institution or state. For instance, zero-base. ; 
budgeting has been attempted more often in periods of sharp fiscal 
cutback than in eras of gt:owth. As the five budget-planning methods^ 
are described, factors that influence their seJection will be tohsidered. 
It is important to remember that each of the budget-planning ap- 
proaches we describe is really a decisionmaking approach. Thus the 
lihe^tem budget i/ not cliscussed separately, since it is a document 
for use in budget management and control, A typical line-item bud- 
get specifies objects of expenditure such as salaries and travel, 
separately for each department or buctget unit (NACUBb 1974, p. 
160), While the term line-item budget occasionally has been used 
almost synonymously with incremental budgeting, line-item budgets 
result from any bugdet-planning approach, since the contrpr aspects \^ 
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of budgeting can seldom" be Ignored/ tikewi^, we do not c^scribe 
the "every tub on its>wn bottom** concept, because it lomm very 
little budget planhing; instead, it reHes on a more haphazard procep 
for institutioppi .development that greatly /depends on ihM fund' 
. 'raising abilities or the Various departments 

Incremental Biidgeting - 

Incremeneal budgeting Is the oldest budget-building approach ol^ 
the five that we discuss. It was described in the literature at kaic as 
/early as 1922 (AmettJ92i p. 78^79); Despite the growilr implications 
^ of Its name,jhis approach can be used in eifh^r an incremental or 
decremental fashion. While budget increments result from any. bud^ 
get planning approach, our use of the term infremental budgeting 
is restricted to a particular type of budgetary analysis and dTOsiotv 
. making, ' . 

Definition s^,. In incremental budgeting; each line item Ts, either 
considered for an increment or remffir|s uqadjusiqd ,in^ the ^liase, 
'Frequently, increments are calciihucd as^niniforn^ pereenuag^ acljuAt^ 
ments for every line Item w group of line items. 'Tive-perceni: bud^^ 
getmg" is a well^establjshcd practiee in indunry, government, and 
higher educatior^ The basic philosophy is that the current btH%et 
is distributed properly among both the functions and objects of ex^ 
penditures and that little programmatic change needs to occur (Law^ 
rence and Service J 977, p. 37; NACUBO 1974, p. 159), This is not to" 
say that colleges following the incremehtahbudgeting approach do 
not make financial adjustments for shifts in institutional pridriUes, 
When such adjustments are made, however, they t)pically arc the 
result of an .ad'-hoc determination concerning what incremeni^ is 
needed to effect thq programmatic change, ■ ^ 
. Characteristics _ buritig the- pa|t seVeral decades of rational ^^ud-^ 
g^ reform, incremental budgeting has acquired\a bad name in ^ome 
circles. The term conjures notioips of nonrigorous decisionmaking or 
just plain laziness. Nonetheless, Adams, Hankins, and Schroeder 
.(1978, p. 54), among others, remirfd us that it is stiirprobably thr 
most frequently used budgeting method in colleges and universities 
today. 

Incremental budgeting apprqaches vary significantly. The '•squ^^iky 
wheel" method relies almost excUisKx-Iy on campus politics and in- 
vites bureaucratic infighting. The "king's decree'* approach, on the 
other hand, is a comparatively closed proce^^^j:| -may build either on 
a carefully deveWped set of the **king's" pri^^ies or just his curtnt 
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^ fancy. , At its best, incremental ^'(or deCremental) budgeting might 
. resemble Stan ford's relatively systematic convergence^ budge ting 
methodj which relies on extensive commqnicri.tion, trust, anql nh 
legiance to instituiidnal goal^ (Bacchetti I97S, p. 18),. 

As budget planners have gained more experience with the newer 
methods, a^greater appreciation for the advanEages of the increipcntal 
budgeting approach has been restored, particularly as growth has 
diminished at most institutions, 'These ImtUutions now face, bud- 
getary situations that offer little flexibility: indeed; they experience 
relatively fixed costs in staffV utilities, and maintenance. As a result, 
the most attractive budget^planuing approach for them is the incre- 
mental method, where fixed costs of specific line itfems are adjusted 
for new price-level -requirements, and the residual sum, where onfe 
exists, . is used to jntroduce longer-term correctioas (Dressel and 
Simon 1976, p. 21; Reeves 1972, p, 1968). Jn some instances, schools 
that rely principally on incremental biidgating also rise pne of the so- 
called| sophisticated approach^ described below, in order to de= 
termine what to do witir the residuah But most often, Wlldavsky 
suggests, those -budget planners tend to 'appraise the effeciveness of 
managers and reward the^ better ones. When fhere is a need to re- 
duce budgets, they cut acrop the board and consider-the degree of 
resultih|^ argument to determine which cuts were too severe (1975, 

p, 5^6):^, _ 

Evaluation ==;;:^uch criticism of incrementfil budgeting can be in- 
ferred from review of* the writings of those who are proponents for 
the so-called more rational budget -pining approaches/ For in^ 
stance^ Stonfch notes that iricremeniafflftjdgeting starts from the 
existing base rather than from axlean slate and that it examines cost 
and benefits only for new activities. That is, incirdincnml bt|dgetin| 
**starts with dollars'* rather than using th^ purposes find activities of 
the- organization as the bteginning point, Frequentlyv Tie .says, in^ 
cremental budgeting does not examine new ways of operatnig as an 
integral part of the budget planning prpces.^ (1977, 3). In short, 
incremental budgeting is considered largely as a financial exercise and^^ 
creates only minimal demands for the' attention of planners and 
managers. . ' 

In many ways, incremental budgeting is th^ most attractive techni- 
cal and political approach to budget plaiinitig of the methods con- 
sidered. From the technical perspective, it usually, requires the least 
work and analysis. Politicallys it causes the least conflictj since most 
budget participants iniplidtly assume that each agency or unit will = 
receive at least; as. rrtuc4i on which to. operate next, year as they re- 



ceived f6r\^e current- period (Wildavsky 1975, p. 329). Incremental 
budpting nky be the most widely used approach; simply because, it 
wrks best. R implicitly recognizes the relative Jack bf flexibility 
budget planners in postsecondary education face, it is relatively 
, efficient, and it is.attractive politically. Its^principal drawback is that 
it provides the least infarnintion concerTiing whether the budgetary 
dedsions support institutional goals, - \ ... " 

Formula Budgeting 

rormula budgeting is frequently aiscussed, in public poatsecondnry 
education finance and planning circles today; however, formula bud^ 
gating does not always enjoy a common meaning in its application.. 
While the majority of the.abstract definkions'are fairly comparable, 
most assessments are based' on an individuals experience with a 
specific formula. In consequence, it is difficult to. describe formula 
budgeting in a generic sense. 

De^nition — The National Association of College and University 
Business Officers (NACUBO) defines formula fidgeting simply as 
"the technique by which the finariciar needs or^ operating require^ 
ments of an educationnl institution may. be determined through the 
application of a formula" (1974, p.M57), ;Hale and Rawson observe 
that the definition of a statewide higher educatioQ^funding formula 
"IS constructed to serve the esoteric purposes of its use" (1976. p, 18)r 
Miller has offered perhaps the most widely used definition: ^Tormula 
budgeting is an objective procedure for estimating the future bud- 
getary requfrements of an instltutiori by manipulaiing data about 
future programs and by utilizing relationships between programs 
and cost^' (1964, p. 6),/ - 

Caruthers has questioned Miller's assertion that a formula is ob- 
jective, arguing that actually a formula only represents a su^ective 
judgment expressed in mathematical terms (1977, p. 4). Meisinger 
sees a fprmula, as-^'a combination of technical judgments and political 

:agreemehts" (1976; p: 2),-. In ^this regard, the formula may be little^ 
more than the "personal work proqedures*' that Wildavsky observed 
being' used to simplify and reduce budget carculations irt the federal ' 
gavernment (1974, p, 147). Caruthers does observe, however, that 
formulas begin "to be regarded as an objective evaluation . . . when 
applied over a long period of time in a relatively mechanical way" 

.(1977. p. 4). , . ^ r 

' Several writers attribute the fori^al beginning of formula budget^ 
ing to the California facult)ftstafFing formula in the early 1950s (Moss 
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and Gaither 1976, p. 544; Hajft and Rawsdh 1976, p. 20). However, 
the concepts underlying formula biidgeting most frequently are at- 
tributed to the pioneer work of Trevor Arnett (1922, pp/ 1024) and 
several members (Floyd Reeves, John Dale Russell, A, J. Brum-^ 
baugh) of , the University of CfUcago's University Survey Staff^n the 
late igSQs and early 19305. EKampIes of the latter efforc can be found 
in Russell (1954, pp, mm) md Reeves (1927,. pp. 248^61). TTiis 
, earlier work was basically a tyj>e of financial statement analysis in 
which ratios were developed for the various budgetary functions. 
Miller sees littte real difference between cost analysis and funding 
fonnulas and believes that the apparent difference is only a matter of 
temporal perspective, /*Cosi: analysis measures the past; tbrmulas 
estimate the future" (1954, p, 0). 

The lack of a commonly accepted definition and difFerences .in 
teminology^cross states tmk^ it difficult to tell just how widely 
formuLvbudgeting processes are used, ^ Gross found that 25 states 
were using some type of bydget formuln during the 1972-73, 1973-74, 
and 1973^75 budget periods (J 973, p. 8), In revie%ving Gross's study, 
Spence noted that of those 25 states, 12 were in the 14^s£ate area of 
the Southern Regional Education Board (1978, p. I), In some cases, 
the term budget guideUm^ is u^ecl in lieu of budget formtilm. The 
use of the guidelines term most often indicates a greater degree of 
flexibility in tlic application of the r?uios or formula factors (Kellogg 
1974, p, 75), i: \g a definiiion that encompassed both fornpiulas and 
guidelines, a Michigan Departirient of Education study found that *^ 
"in almost ^very state quahtit^tive guidelines and measures are parr ■ 
of a budgetary process'* (1976, p, 15), ' - 

By far the most signific^ant use of formulas is at the state level 
where decisions are made on wtitution^wide bases. Bur there also 
has been some use of formulas in internal institutional budgeting. 
For example, Goleman and^BoIte (1977) describe such work at Florida 
Tethnicar Univfirsiry^' and the Carnegie Commission mentions Stan- 
ford'a^ V'allocation-bj-fomnila" ^ policy under;, which the Graduate 
School of Bigness and, the Schaol of Medicine receive generai uni- 
yersity support by formula (1977, p, 102), Summarizing his empiri- 
■caUy based study; Stuart corjcluded" that university budgeting, like 
state-level budgeting, "can be m wed in the direction of greater ob^ 
jectivity and equity through ihrselective application of variDUs types 
of formura or.cost^analysis techniques*' (1966, .p. 105=6)< 

Typologies — ot the several attempts to create a typology of 
forinula-budgeting approaches, the most widely used is the two-par(^ 
structure^ adopted from Boliing (Miller 1964, p. 104). It consists of a 
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bas€'plus.percemage method a a functiohal a^prqach. In the base- 
plus^perceniagfe^type formula^ the direct instructional e^peVictitures of 
the institutions are a^ned to be the bnse expewdilum, and the 
expenditures for other activities are dealt with as petc&ritflges of this^ 
■ base (Van.Wijk and _ Levine 1969, 5)^ An exarapk this' ap-, 
proach IS shown in Figlire 1 (NACUBO 1974, p/i6S). The functional 
.formula-budgeting approach calls for separiite fortnul^a to be de^ 
termined for each of the functions. Each formuh h based on a 
factor considerefijvto be. directly relevant to the activity, or function, 
to which it relat% For example; theanitruction tormuJli might be 
based on student credit hours, while support for physiqal^plant 
maintenance might rely on net asignable square (m/ MHler mainv 
tains that although the functional approach is mor« compleK in pre. 
sentation than h the base-plus^percentage fornrfl^ approach? rt pro= 
duces more reliable data for many budget planning purposes /4 964, 
p. 107). ' . ^ r'" ' <5 r r I ^ 

>'Halstead has attempted to classify all current foTOula^ accbrding 
ID three computational methbds, which he tenm morkhad ' (or 
fljncfional), base ^nd stafjirig p^ttarn^ (1974, ^p. Md^ In m Amplest 
foi^m, the workload method estimates resource requirement by multi^ 
plying the planned level of activity Within a funcCion by expected 
unit costs. The base method first calculates the resource leiquireinentV 
for the base (usually instruction) and then the needs of oMw budget 
components are determined as percentage of that base. The staffing^ 
paitern approach estimates salary expenditures only. Using a salflp^ 
schedule or average^salary target, total salary . expTOditum are. de-^ 
rived after determining the nulnbj^and type of posidon^ r^qtiiredr" " 
>.As part of a broader study^y^attenbarfer and Swnes identified 
four general niodels pr^jjlloc^^ condTwunifcy coneges; 

two Qf%hich miiy be cbn^ldered formula approaches (1976, p. 15), 
Their unit-rate formula af^roach is similar to HaJ^t^ad^l wklond 
method. They c^^jder cost^based ^program funding as m advanced 
form of unit^rate formulas (1976; 17). detailed cOsc studies are an 
integral part of this approach; i»'some instances, an Jtisticmion's re- 
soiree requirement is determined solely by a dollsff er^iudeut 
teriori. 

; While^ the calculation method of the formula offers opportunities 
fm-^^seful typologies, formulas may be classified In other/#^ys foore 
valuable for potential users. '^Fdr instance, it might b« useful to know 
how the formulas treat different levels, of instruction (student or 
course level or both), whether different disciplines are recognized, 
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wheEher different types of institutions; are recognized, whether, the 
, ^. fixed and variablfe nature of costs is treated, and whether th^ factors 
are derived from actual experience or, instead, represent judgrnents 
about what relationships should be. 7 

Characteristics — Nearly every publication on formula, budgeting 
deals with advantages and disadvantages of this method^ of resource 
allocation. Some pf the pros and cons are , unique to specific types of 
formulas. As an example; unit^cost formufts have the advantage of 
simplicity, which aids effective communication. But the more com> 
plex function-based and workload-driven formulas are often con- 
sidered to be more equitable (Qiruthers 1977,\p. 8), Certain ad^ 
vantages and disadvantages tend to characterize all types'of fomiulas. 
although even these can vary peatly according to local practic?. 

One of the more frequently cited advantages is that formulas seem- 
to provide for equitable treatment among institutions, ; Because they 
are quantitatively based, they seem more rational, more objective, in 
. their approach to resource allocation: They are believed to promoie 
effective communication between the Institutions and \state4evel 
budget decisionmakers, particularly in providing financial incentives 
to support statewide priorities. Many argue that the u^e of budgei ^ 
formulas reduces the degree of inappropriate political decisionmak^ 
ing, enabling campuses to re^tnin a relative autonomy, (Note, hDw- 
ever, that the disadvantages deOTibtfd in the next paragraph ar^ue 
that nearly the reverse can also be true.) 'The fact that budget for- 
mulas can be used to. predict resource anocations and can make de= 
cisiqnmakfng routine a^4o tends to minimise conflict among JnstitU;- 
tions and between the institiniom and state budget-makers, (For any 
elaboration of these advantages, see^Hummell and Spalding 1972, pf 
30; Gross 1973, pp. 98-99;. Hale and Rawson 1076/ pp., 20^21.; Van 
:Wijk and. Levine 1969, ppMNlS; Moss; and Gaitlier jM^ p. 553; 
' Meisingei; 1976, pp. 7-9), ' 

Seriouf disadvantages are imputed to formula budgeting.' Budgets 
derived tvith some formulas tend to improperly influence the in- 
centive structure, in several ways, particularly those, fbrmulas that div 
courage innovative practices; fail to fund start-up costs of new pro^ 
grams; encourage institutions to develop higH^ost prbgrarfis; or place 
undue . emphasis on , awarding "fundable** credits, regardless of 
qualitative standards or student attainment. Formulas are criticized 
because they do not establish levels 6f quality but instead perpetuate 
poor practices and funding levels of the past, A major problem 
envisioned for the coming decade is that most current formujas have 
an average^cos^ orientation and therefore do not deal; with enrolV 



men t decline very well, since, they were developed diinng periods of 
enrollment growth, A number of disfidvawtages have beetji cited that 
relate to jrnproper use of formulas. In 3Qme cases, iristitlitions have 
been expected to Uliocate intenifllly nccording to the formula re^ 
Intionships, even though tlfje formula wns j^ot developed for tlus pur-^ 
pose. This "sujwficial validity," to bprrw CopeX term, also tends 
to make formula budgeting .tdO'Tigid and unchanging when/condi^ 
tions dictate ^otherwise. -A fjnai 'limitation of formulas is that they 
are only useful for allocating within the higber education sector of 
state government/ Although Halslead Miggests ocheVwise, many be^ 
lieve that forniulas do not justify resource mah for higlier education 
against competing demands from other public functions (Gross 1973, 
pp, 98-99; Gopi 1908, p, 5; Boutwell 1973, p,-42; Hnle and 'Rawson 
1976, pp. 2U22; Van Wijk and Levin^ 1969, pp. nd2: Moss and 
Gaither 1976/ pp, 553^54; Harris J 977;' pp. 322^25; Halstead 1974s 
pp. 662^63). ' ' . 

Evaluation — Several attempts hnve been made to evaluate for^ 
;niulas and their u^e by states, Gross coticluded that of the 25 state 
^formulas he hadTeviewecl onjy 12 were acceptable according to his. 
standards (1973, p. 97). Thes^ ^ndards, %Mch he developed witli the 
assistance of a nine^miember review pane], require thnt a formula (1) 
be dear, (2) be fiexible, (3). not be used for detailed control,, (4) 
recognize diversity of need^, (5) be equitrible,'(fi) be broad-based and 
rec^nize the total operating needs, (7) iwgni-^e varying instructional 
costs by discipline ancl leveh^And (8): be objective (pp. 78 85) : /Among 
the 13 formulas iwdgecl iirfncceptable/ thm^ Ivore the most commoh . 
faults: (1) they: were not' flexible --- that i^, they did not allow special 
requests or were- not modified frequently; (2); they were not broad= 
based = they did not consider needs fn five separate functional areas, 
and (S) they, failed to recognize varying instrucfional costs by 
disciphne and/or level; . ■ / - \ 

Greene, in discussing a functional formuIadDLidgetrng approach/^ar 
physical-plant .maintenance, listed seven cfit^ia/ Most of these are 
equally applicable to^.other functions of the itiitjtuticn .as well: fl)/ 
availability of accurate data, (2) rclatiansliip /betwceii tte data and 
the function, (3) companability -^f data j^^on^ institu sirn- 
plicity in comntunicntion withjlay pet.M^^ (5) ability to trefc. 
equitably instituUon^ .of varying enrnJlmervt (fi) of va^rying^ 

degrees of. maturity. anEf (7) ability to iri wfacq- with existing budget 
managem'ent practices (1970, p. 58), ; ^ .. 

.Criteria proposed by others involve n rcfSntionship to standards of 
quality rather than pa^t^ experience (Surnmcrs 1975, p. fiB5). support 
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of the statewidi?!]^ (SEumph 1970, ^d creciiv 

bUity when coitt^aring the higher^educatmn Budgets *with thoae gt 
- : other state agencies (McGown 1976, p. 11) . ; ^■ 

{ In their present form, formulas are coming under increasing pres^ 
sure, particularly, because they cannot geiierate adequate resoiirces 
during periods of enrollment diecline/ HoWe^r, there is little reason 
: to believe that formula, budgeting will be ^bapdoned in the near 
. future. As recently as 1976, the president of a major state university 
. claimed that a ''formula system for making appropriations to higher 
education is essential" (Williams 1976, p, 4). Moss and Galther de- 
termined that ''despite Its many weaknesses, no^other method rs 
^available that meetr so many of the physical requirements of the 
; . parties concerned;' (1976, p. 560). None suggests, however, that for- 
mulas will be unchanging. Meisinger, for example, anticipates "the 
' development of new formulas based on marginal cost differences" 
: (1976, p. 225). ^ 

Planning, Programming, and Budgeting Systems ^ 

PPBS represents- the third era irt the budget reform movement. As 
we have seen, PPBS has been synonymous with the plahriing move- 
mem in governmental budgeting. PPBS has been legislated, estab- 
^ lished by executive brder. implemented, discontinued, praised, ridi- 
/ 'culed, evaUiated, and feared. Most of all perhaps, PPBS has been 
described in the literature. 

Pefinition — As we might expect, PPBS does not enjoy a standard 
definitfon. It has been defined or described from a variety of per- 
spectives. Kenworthy states that '^program budgeting is a managerial^ 
f technique designed to merge the planning process with the alloca- 
tion of funds by making it impossible to allocate funds without plan- 
ning" (1973, p. 19). Lawrence and Service describe PPBS as a varia- 
V tion of the incremental-biidgeting approach, with reliance on ana- 
./ Vlytical tools (1977, p, 37). The National Association of College and 
{ University Business Officers has defined program budgeting as '*es- 
-sentially a planning device that ultimately leads, to a conventional 
departmental budget for operation and control" (1974, p. 15,8). Toler 
adds that "PPBS is first and foremost a planning technique? (1977, 
p 3). Pyhrr describes PPBS as "basically a macro-economic, cen- 
. tralized, top-down policy and long range planning tool'* (I97.S, p. 
149).; \ . . ; ^ 

- The definition of PPBS we employ is similar to the one developed 
1^^^ by the U.S, General Accounting Office, P/anMmg involves the se- 
T lection and ideniification of the overall long-range objectives of the 
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■ prg^za^^ and the systematic gnatlysH of' va^^ of - action 

; in. tenns of relative costs and benefits. Propamming re^utm de^ 
^isions on the specific courses of action to be followed in. carrying 
out planning decisipns. Surfg^img entails the translation of plan^ 
ning and programming decisions into specific financial plans f 1968 
. \ pp, 10^11, 4748, 58); . . 

\: Morreli. traced the origins of PPBS' to the performance budget 
(1969, p. 286). He reported that researchers at the Rand Corpbraiipn 
began to apply the performance^budgeting technique in their analysis 
of military spending and after- many further studies and recpmnten^ 
^dationSi PPBS w^s born. Commenting on the ."advent of PPBS, Schick 
-stated cthat *^the critical mais to^ change came from three sectors: 
economics, the new data sciences, and planning" (1971, p, 82)/ He 
particularly i^ibed the method's development to the growing role 
of the ea>noni[iit in government and to the Keynesian influence on 
.public-expenditure policy. In his Gaither lectures at the University 
6f California, Hitch (theh the Department of Defense conirolter) 
traced PPBS's first wide-scale implementation in the federal govern- 
ment. When he took^ office, Hitch found that military planning and 
budgeting were each already well established separately. >But he de-. 
tennined that there was a need for programming to provide a bridge 
between the two" (1967, p. 29). Because of the perceived sucfiesses 
with PPBS in the ^epatoent of Defense, President Johnson, through 
executive order, ditectid M the federal agencies to implement this ap^ 
proach. Over the. n^t^^several years, many municipalities and state 
governments (and thus much of public higher education) fpllowed 
suit, (For the interested reader, Merewitz and Sosnick (1971) provide 
more information concerning the early history of program budget^ 

Postsecondary education was introduced to PPBS in a number of 
ways. Williams's Planning far Egective' Allocation in Universiiies 
(1966) apparently was the first publication specifically discussing 
PPBS implementation in a higher^education environment (Adams, 
Hankins, and Schroeder 1978, p. 63): Many state^contrcilled institu^ 
tions became Jnvoived with program budgeting through statewide 
implementation prdgrams (Thompson 1971,. p/684)/ But numbers v 
of other institiitions determined that progTam budgeting might im- 
prove their own administration and implemented PPBS voluntarily 
in an effort to reverse the decline in public confidence and the ever- 
deepening fiscal crisis (Newton 1972, p, 1) for higher education. 

Chafactristic.r ~ In contrasting conventional budgeting methods 
with prop-am budgets, MorrelJ found five characteristic differences. 
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The older methods Hvere not outpll^o^iented; focused more on the 
past than the future, did hot clearly identify propam choices, focused 
on resources requested rather than results, and did not suggest how 
resQurces were related to p^als (1969* pp. .286-287). Using these dif- 
, ferences as a fmmework, Morrdl argued that program budgeting cqn- 
siders both inputs and outputs* places priniary emphasis on the 
future, facilitates policy decisions; focuses on results, and illuminates 
the total cost4-of programs/ - 

Schick identified four major changes, that PPBS introduced into 
contemporary budgeting practice' the. n^ore explicit consideration of 
objectives in making budget choices; the consideration of mirltiyear 
rather than single*year costs; the analysis of alternative means of ac-; 
compHihing the objectives; and an evaluation of the bfe!\efits or 
effectiveness of the budget choice (1971, p. 9). Fielden identified five 
basic components of a planning,^programmingi and budgeting systeni> 
in effect supplementing Schick's list. His principal addition xyns that 
= PPBS take into consideration the effect of decisions on society (1973,* 

p.'2). : ■ _ \ , ■ /. : ; . • " , ■. 

The effect of the PPBS approach on traditional budget planning 
can be'seen in the 10 step budgeting cycle specified by Parden (1971, 
"pp: 203-8): ^ V ' / ^ 

( 1) Establish objectives and ^als 

( 2) Develop alternative programs that will accomplish goti Is 

( 8) Establish resource requirements for each alternative 

( 4) Estimatie benefits to be gained^ from each progiam alternative 

( 5) Develop an operaUng plan by selectirig from among alternatives 

('6) Test the 16ng-range fiscal implication of the plan 

( J) Compile the annual budget 

( 8) Evaluate the success with which program benefits are achieved 
( 9) Revise planning standards • 
(10) Repeat the cycle to accommodate changes and objectives, goals, 
available resources, and the institution's envrronment 

PPBS in Higher Education . — ^ The postsecondary-education en- 
yironment 'has placed further demands on PPBS, Dressel lind Simon 
note that it is *''not even clear what a program is at a departmental 
levelt- since most degree programs involve several departments 4n 
the use of general urtjversity resources (197&, p. 20). Morrell believes 
that the most difficult part of program budgeting in postsecondary 
education is= measuring quality (1969, p. 289). Thompson fears that 



PPBS may "lead in the direcj^n^^ economicaily optimar^ 
tentially eduraUonally unsound cou^ of action" (1971. p: 690). 
^Fielderi observes that in a. university setting, "the five concepts of 
U^classic PPB have not remained intact in the rigorou^i fonrigl. 
PPB cycle, ,TJie internal political ethos of a university which makes 
It unable (and perhaps inadvisable) to seek common agreement on 
objectives, and thus measures of success, has removed the linchpin of 
the old PPflS" (197S. p, 5). Fielden suggests that the particular prob- 
lem m settmg objectives in higher education derived from the "basic 
inseparability of university activities" (1973, p. 8). As Fielden irii- 
'plies, this "joint cost" or "joint product" environment (in which; for 
instance,' a single- activity might serve instruction and research goals 
simultaneously) in fact presents more than just an objective-setting 
. problem in PPBS implemfentation: it also impacts both cost and out- 
comes' measurement. . 

Fielden proposes an alternative conceptuahzation, which he terms 
the "new PPBS," that emphasizes the need for participative planning 
m the university ;environment. Neff also has considered participation 
requirements. He maintains tbatjor PFBS to Iw successfully in- 
stitutionalized, it must become spartof the social and political make- 
up of the university. If PPBSjire^jonsibi II tyas^nly-. tacked on as an 
ancillary untt of the instituti(Jh,vhfc feels th^tlufle change will result 

(1971, p. 119).. ; . . y - 

Peterson posed this question: "What are some of the potential in- 
ternal impacts of PPBS on organizational processes, formal structures, 
academic ^ poUcie^ and social and' individual - behavior ^jatterns?" 
(1971, .p. 8). His own . response was to hypothesize a number of 
changes that might, occur :in -hthe university,^ including eiilaiged fi- 
nancial officm with broadeh,ed, responsibilities increased involvement 
of coordinating and governing boards in Individual program decisions 
on individual campuses, and changes in the ways in which the campus 
deals with accrediting agencies. He observed that unless programs C 
and sulrpKfgrams were defined to be concomitant with the existing 

. college and department structure, a strain on the existing frgmework 
might arise (1971, jjp. 1M9). , , * ,. 

Peterspn-s belief that progiams and subprograms. should be defined . 
along organimtional frnmework line* is a point of some contention in 
the literature, Wildavsky,' for instance^ considers prBgram structures' 
"the mp.st pernicious aspect of PPBS." mnintalnlng that "the structure ■ ' 
turns put to be a sham that plies up meaningless data under vagiie 
categories". (1974/ p. 203): Ngff challenges, both Peterson and Wild- ' 

-avsky. In contrast 'to Peterson., IVeff a^ea.!thnt ;s%nifit^fm com- 
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- . p&riiOns are not likely to be made and importaiTt questions are not 
'Ukely to be highlighted 'Mf the 'pTOgrani\categ^^ employed are 
■ / existing departTn^nts and their current activities" (197J; p. 124). Un- 
like Wildavsky, Ne^ finds- the prograni struct uftf to be -of great 
^ benefit, since there is a greawr possibility "that tiie ninta conversation 
' ; ' 1^11 centtfr on the substance of tWe decisions and.:pot on. such um 
desirable consequences as petty rivalries, threats to einpire buildingi 
^ an^ misunderstanding* (1971, p. 124). ;^ 
The literature is replete with examples of institutionally deflned 
pianning/ prdgramr^ii%, anfl budgeting s^^^ that 
the experience witfi PPBS in higher education would , be different . 
: ' ^^"than that of the fedenU government has beqn borne 6^^^ 

cases, the literature; reports a PPBS implementation in name only, 
, VDressgL and Simon concluded that with respect to pure PPBS imple- 
mentation in iristitutibns. "precipus little has been done" (1976, p, v ; 

' Balderston ahd Weathersby have provided an extensive documen- 
tation of the University of California's experience with program btidv 
getirii^ from 1966 to^l97i. They concluded that PPBS as a formal 
system! ha^ been "relied pn only to a quite limited de^ee," both in 
interhW respurce-allocation decisionmiaking and in rflatioris with the 
state government in securJngf funds (1972, p^ 299). ^fienacerraf et al 

. (1978) have described the results of a demonsttatidn project to imple- 
ment PPBS at Princeton University. While specific benefits from the 
process were recogn^ed, such as "a greater awareness of the total cost 
:qf/5^ripus University activities,'' the authors coftcluded that a total 

, v.-'xprQgj^m^ system was inappropriate for Princeton (1972, 

t ; /p;^^pK^ principal difficulties stemmed from the "great deal of - ^ 
^y^ ti^'fznd effort'^ required to keep the- system functioning:/(1972, p, 

¥ A year later, Andrew reported an interesting variation then- being 
attenipted at the University of Utah. In building a PPBS system^ 
they developed 'an analytical measurenjent called "enrichment ■ 
analysis," Its purpose was to focus /attention on lon^range planning, 
setting objectives, and determining outputi during the biidge ting 
/ process. Enrichment .analyiis'^Wa^ designed to communicate to deans 
and department chairpersons- that the central administration wanted 
to recognize more than just enrollment in the resourceiallocation - 
proceis (1973, p» 5). " , ^ - / '1 

Kenworthy has challenged those who find program bud^ting un^ v 
suited to small college^. On the contrary, he found it "unusually well ' 
adapted to their needs/* He. believed the progTam budgeting pro^ 

■ ' ./s' ' ' ' ■ ■■ ■ ■ ' : . : > • 49 . • ' 
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^^^'^'''^1'"'''^^'^ ''' ,K. norma governing itrucura of 
^ small college than to that of the typical university (1973, p. 

^Svaluatmn - As one might surmise from the preceding analysis 
the evaluation ol the success of PPBS toward improvi^ bulet 
planmng .«n postsecondary educatior, is mixe^- The^ variety of 
^atioris derives at least panially frbm the vAety of definitLns. 
Although no unqualified successes have,:beefi reported, on^ does find 

^ ^^cl^'/w""" '"^ Wectrum. Wildavsky states th^t - 

^ ^^.WW.e^ery^ere and at hllnime ppbs m " 

; -^M ««»W,stad and^;(2) i,iflu«ncea goverrin«^ ^ecisicxns (Svli. 
: -eprdinjrtQ^ 

.s moderate. Ra,der.,after comparing PPBS with other theories. 
cnaJleng«d the commonly accepted assertions that PPBS can im= 

^.on, 1975. p^l5). He observed, however; that postsecondary educa- 
tion Jacks sufficient WeHence with the technique W him to con- 
cede that PPBS has failed (1975. p. 1). Kersh^ and Moodcfouni 
^ that implefflentation ,of PPBS has been most valuable as a \vay of 
• gating :a belter understanding , of university data bases But they 
tod, noted infreqatnfr implementation sucrtsses (1970L- p Harvrv ' 
Judpd^PPBS to be '-a failure as a systert,. but a succ£ Is a'^ceS : 
Ltfm^ will produce] a positive residue of thought and action" (1977 

_ Pyhrr, in developing Ijis case for zer(>base budgeting, asserted that 
• 'he^ ^we five problems ^i£h. PPBS, Two of hit criticisms are=pan. 
_ ucularly incisive that -PI^, focuses oii what will be done not 
; Jiow to d^ rt-and^chat "PPB does not provide an operating tool for 

(iy/5y 149), ' 

Indeed, the negative evaluation of hiany PPBrimpkmentation at^ 
tempts may derive from the fact 'that if became a parallel and com- 
petitive process to the . traditional budgeting approachr rather than 
supplanting it. Evaluation of PPBS ^'focusing on its ability to sup^ 
port (rathehthan replace); traditional budgeting is Jess" common. 

At the.state leyel, Glenny found that most states "persist in adopt- 
ing some form of budgeting which is raliednprogram: although the 
form differs dramatically from one /stateio another." He quotes thA 
Cahforma state budget bfficer as observing" that the states'are con^ ' 
tinuing^m„^ove toward program budgeting, but ^'at' a pkce slow ' 
enofugh sff that it will neither "disrupt proven political and budgetarv v 
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rprpces^s nor . . * extand themselves beyond the rapad tits to. analyze 
what they have'* (1976a,^p. 29), : ^ ^ - / ; ^ \ 

In Budget Innovation in fA^. Sla/ff.fjr^ Schick clDsed with this asiess- 
Bient of PPBSi "If PPBS is an idea whote time has not qufit come; it 
= also is an idea that cannot be repressed by momentary setbacks;'' |197U, 

Zerd'Base Budgeting / . . . 

This decade has experienced yet another budget -reform, one that 
haf becoilie widely discussed in the past several years, Zerohbase bud- 
, gftting (ZBB^ in the rationaJist line of grocedurp, alihough 

^- it ii/a^^hicroecond^ apptpachr designed to ti^ansform otjettives into 
r an efficient operating pisn/ This is In ftoiitrast with ;tlrt; PPBS macro- 
economic orientation, or. concern for broad- policy deosidnSi and 
centralized, top-down approaches; (Phyrr 1973, p, 15S^j^';^ItKdugh 
zero-base budgeting has achieved its plates t exposure sii^ce President 
Carter implemqrited it in the federal ^yernment, th^, concept has 
^heen around for a^^ tuimbarj' of ye^s. In taetv Jl pH^icipfep leader in. 
■ the ZBB movenient states that '*the conc^trirhdtirie^^ 

formalization of- the thought process*' (Stonich 1977,' p- 13), ^ ; ^ ^ ^ 
Pyhrr.is perhaps thi best kno\yn ^BB proponent: next to President 
Carter. He developed the current appiroadi to ZBB at Texas Instru^ 
ments in the Jat^ l960iand attracted thea Georgia Go veFnpr Carter's, 
attention through an article about it in the Hai-vard Biuiness Reymv 
(1970). Although there l^d been a ZBB implementation: attempt in 
the U.S, pepartifterit of Agriculture in the early 1960s, Pyhrr claims 
that thia efifort "did not resemble [his] methodology used successfully 
both in industry and government'* (1S73, p. xi). 

Descriptldff —^ZetQ-bBm budgeHng embodies a relatively simple 
concept. - It demands a total rejustification of every activity from base 
zero,^ instead of incrementing .the new on the old (Carter 1977, p. 24). 
According to NACUBO, the ''zero-base budgeting technique 'assumes 
nothing about prior budgets but starts' from zero each year to build a 
new budget" (1974, p. 160). , 

Despite the requirements,of the theory^ the governmental approach 
to Z^B might.be more accurately characterized as "80%-Base Budget^ 
ing.*' Sarant finds thai ZBB;i-complements and links thejexisting 
plahriing, budgeting, and/review processes" and that the budget justi- 
fication includes *'selecte^i, not all, current program elements starting 
somewhere in the base area [but] not necessarily at 'zero base' 
(1978, p, S): : ^ ^ \ \. . - ^ 



- - . :?^W^fina5. only , two basic steps/ in itfyo^base butfetftihgi Viy. de- 
v^|i^.^«»ion pad^ges md th,n-(S) rankin|^;th«e: packages 
( WP.; p. 5). He deschbes 1 decisioit package as one tfiat^ idsntifies a 
. dipete activity, function, or operation Jri i/definitive manner for 
manageinent evaluation and coraparisdn with other activities 't JEach 
. Pjdca^ includes..the purppse c^tgoafi^and objectives for the fflilitr 
. : die consequences J of not performing thg^toivity.; measures of peri 
fonnance, a. hsting ,of alternative cotwerbf 'action^ (different Svayfof 
performing the same function or^different levels trf effert for per- 
.forming the |unetion). andjts costs and benefits a97S p B) Gen- 
; ^ y, a decision ^tfckage^is prepared for, the lowest oriailizatiQnal< 
leyd, cost center; -or budgeted unit within the enterprise/ ladi pack- 
^ a^^»s ,th^ ranked at successively higher adminisfrative levels, with ^ 
::.^^^^f^9^e^ on those decisions representing margirial dioicei in 

' -^^Wwciemto Stonich; an early worker with Pyh it. writes that 
he zero-base process pulls.together a number of techniques that are 
already used for planning aiid. controi;' .X1977. p. 2). Among these 
Mechnigues are many that we have describtid in earlier sections, ia^^ 
dudmg ^incremental analysis, goal setUng, alternative analysis, cost- 
benefit analysis, perfonnance measpremehti, and line4tem. biidgeting. 
Stonich observes, however, that the Strength of ty zero-bas^ aplrdal ■ 
"^mtegrates these techniques within a systeniatic framework; 

^ .Both Stoniqh%d Pyhrr haW :contrasted: the ZBB approach with 
'Tncremental budgeting ..and with PPBS: One differelfce is that the ^ ' 
vi^cren^ntal approach examines the costs and benefits of new activiW" 
^ .ties, whi^ ZBB considers all .activities. ZBB caWs for ^Mnstam exami- 
nation of new approaches to job performarice, while y»iincramenta : 
approach- does not. Thus ZBB offers 'choices from" ™ong"'severar . -: 
evels^of service and cost as compared to the incremental, take^it^or: ' 
leave-it budget (Stonich 1977, p. 3). * \: 

^As we have noted, Pyhrr identified several problems with PPBS . 
He^beheves that ZBB can solv#;them and that the two systems are 
both compatible and mutually reinforcing: I'The marriage of the 
two systems strengthens both, and PPB and zero base budgeting can 
be merged into a coordinated process by changing the concept of ' 
budgeting in PPB into zero-base budgeting".(19pf p. 152). 

Several investigators liave speculated on .JvhSt might be netessary 
for a successful ZBB implemehtationr Carter believes VKat-blidKet 
planners must ;be "willing to wdrk . long hours to find out Mi#i*f . 
really going on and hnve the pohticai; courage to makiM^-^dq-^} 

52 . -'-^ ' , • 
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cisions*' (I97V1 p.*26). Cowen suggests |that the system should be 
1^^:^ flexible and i^s^m the^particulftj^ttee^ of the or^ttization. v 
' ^ (1977, y, 20). Pyhrf apd Stohtch bdth^aim Jfliat top managemeni ^ 
. must be coininitted to the process/ : ^ _ ^ 
ff^imtion ~ Like PPBS, ZBB has. also' rweived mixed evaluations, ; 
CSfter states simply that "zero-bas^ budgeting ha^ proved its value" 
^ : ^lS77^ p. 26). Co^en quotes a municipal budget officer as stating that 

zeribase budgeting is a "prac^cal impo^bility" (1977» p. 19)= \ 
StMich prbvides a jnore credible, evaluation through hi^ survey of 
the experiences of ZBB users^^A^ed to rate ZBB as a proceiSp 76 
perctot of *tbe res^ndems said that it- was either good cwf excellent 4 ^ 
^ ." ^^ior r^alldcatirig cosi ancl manpower (1977, p. 15). . 1 
/ ^.v Postseqondary education has had> limited experienGfe with ZBB. U, 
^^:^ f ^5piou^ the receru i^plememafion at MacMaster ^ni%^^|ty, 
^5^:,- .b%| widely repotted^: MacFarlane, MacMaster s assistant '^fc^^p^si- / ■ 
dem, his mixed expenerice/%Included in "his ^J^ooflvlfiws'" ^tegfery . 
were thfe gaining of iiiuch gf eater insight ijU,Q the o£ the 

tJniveriit)-, development of^ tougher management approach, a^nd 
\.. ^^^ii,qhieyement of cos^redurtio without excessive negati\^ impact. His 
> :*'tiad^ amouht of pajfer work, tre- 

^ - ■ -mendqus^ ani^unt^ '^^t ■ M^^^i^q ^nd difficulty i4 /eriunciating 
priorities (1976, ppV 31^32): Ho%^ver/MacFarlane xepc^ti d^^^^ 
we used ztfro-base budgeting, there was absolutely rid question by 
i anyone thatfywe wi|lJi|j^e it again for the next budgeting cyde"^ 



, pgtjthe^ " and Johnson '^u^est chat the MacMa^ner. Uiiiver 
:>^,^p«erie^ be the; ixti^tion 06e€ause of its umqtie;,sit1jatid^. 7 i^t ; 

V approach was initiated, the University faced a $2.7sWl- 

Jipn deficit. (1977, p. 11). Dressel and Sinjbri claim that : ZBB will 
V.;/ have 'liftlelapplication in the urijyersity simply Because s^tnany of 
' commitments already made require continuing support;' (1976, 

p; 2tf)i !3ff ZBB can be appHed successfully in;a higher^education en- 
'^^'^ vironment, Gaither -and Johnson think that it will be in the service 
and support areas, since these activiti^.are characterized 6y greater 
flexibility ^n choosing the manner And leve\ of service than^are the 
\f acadeTnte%^a^ (1977, p. 10). In fad. the implementation eflWrts jn 
v-:thi^:^iftvor?^ of Oeorgin; focused on these uhits ^ihclfeij 

to be convinced tha:r2BB wi^Jbe u^£ut^.ii^^ 
./^ .^^4*^iior^^ higher education, particularl^;;at..4Ke more ceilitpliiSa 
^ "leplllom^ He belife\es thaf 'the; viability, of ZBB "is 

hi^ly dependent tipon ^sarisfattpry resolution o£ kriy thjeoretical in^ 

■ ^ .... ■ ' ■ 5^; 



. sues-' 1978, p. 7). Among these are criteria re^rding tlie orderino^of 
pnonti^, .inputs to outputs, substanUve vs. procedural rationanty:' 
; and the viability of the economic or business model 'in nonmarket 

: oi^nizatidns (p, 7). He - also, expresses concern about aM's-, can- 
tralized-prcaudit decisionmaWng situation,' wHkh perihiil '"top a^ 
. .mjnjsimtive and legislative officials make managerial^ decisions 
twrly low in the or^nizationy structure'' (1978, p. ^ M^gan con- 
cludes that soine^lsi^ of pr^ram review would be a mi^ more 

,,,practicar approacH Iw^.achievi^.ZBB's gdals in insiltutions <Aiifffher' ' 
education (1978. p. 23). ' 

- ■.-,■4; i± . ■ , ^ ' , j " , 

• Perfbm.dnce Buigffting ^'f ''' ; ' 

As we have obSetved, perfomiahce biidgetiiig was the budget$in. 
ning product of the managementjera — jhe second stagfiiin thefe. 
\^Iop/neni of public administration btidget-planning practice ^1=; 
though the emei^ence of perfonnance btfdget" is usually linked /to'? 
-.the 1949 Hoover Commission,, Schick claims tliat the commissi^ X 
merely corned the name" and did not invent tlie concept (1971 p '^^ 
30). Its origins have b«n traced to the 1912 Taft Comftiission as well i,' 
as to both the 1949 and .l955 iroover Commission Peterson 197^ 
,2). By providing performance budgeting with a label, the 194feom. " '* 
, mission did Micceed in giving jfbcus , to the approach; Tliis created a 
demand fo^ improved federaJ- budgeting and Iielpea to. develop a ■ 
sense of excitement in pUblic administrators of that era, • = 
In more recent years, the term performmce iudgeting ,has again , ' 
: come into use. Peterson; reported finding "embryonic developmflnts''; . 
:a^9x0 Ms\im survey (1977, p. 3). Some observers,,: hdwever,^ 3115^1 ' . 
tipn whether this new era of performance- budgeting Is "ii^e tliat of , 
the Hoover Commission. Many similarities can be recognized but 
there are also many flifferences. If thepe is a difference between the ' 
old^ and new concepts, it is -prpbably in the concept of perfonna^te^ 
Itself. Whereas earlief usage seem«a to stress quantitative worklc)ad, 
the concerh now appears to be more qualitative and impact-oriented; ' 
. Given the difficulties in assessing quality, feven this distinction is 
problematic. For our purpdses, further attempts at distinction profe- 
; ably would prove counterproductive. Just as jher© are many 'krsions 
of formula budgeting, ,PPBS, and zero-base budgeting in actual , 
practice, one/should not be alarined to distern several versions of per- - 
fofmance budgeting in use, ' ' ' - ' ■ 

The new growth in interest fn performance budLting Js . but: one 
exarnple of increased in tere«;iii postsecondary-e^^^^ performance , : , 
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/and actpuntabiKty, A recept , monograph V devoted - to the -topic 

: (Folger 1977). In addition to performance budgeting. It addressii per^ 
formance audits conducted by state legislatures (Berdahl 1977, pp. 
85-65) and academic program reyiew approaches employed by state 

- higher^education, agencies (Barak 1977,, pp. 67-90)'.that affect Uhe bud^ 
get less directly.: . ^ ^ ' 

Definition — Peterson has described performance budge tiiig both 
as "a hudgetary structure tittt focuses on activities or functiQns . j- : 
which .produce results , . . and for which resources v . . are used" and 
fef^dg^^o ^>ofw that attemps" to allocate resources on the basis 
of anticipated or ^ast resulfi" (1977, p/ 2). Schick sought to define 
perfomiance budgeting by comrasting U with PPB, He wrote that 
"performance budgeting pertainsi to activities, not to objectives, Its 

:^;.prificipal thrust is to -improve^ >wk efficiency by means of actiYity 
classiff cations and wdrk/cost measurements" (1971^ p S)^ He also 
observed that perfbrniiince budgeting rppresents "a diange in budget 
fbrni" carrying the expectation that ;Wodifications iit budget fbm 
and technique will generate changes in the roles and decisions of the 
budget participarits" (197L p. 44). ^ 

The resurgence of interest in performance budgeting is attributed 
to various forcfes.^ Wldiin the higher-^diit^ttfon-comi^ tore is-^ 

cdntern that aurent^nncling. approachi^ quantity .rather 

' tlian^ qual;ty^(Harris||^^ 

/ performand^ budgeting has from those v^hOj^ in attempfi|ig 

to implfenient nontr^iiti^rv^lldr inno felt stifled' 

.by input br activily-based budget approacHds;:'(Pet^Qn 
Peterson reports that, ah idditiori performance budgeting approaches 
are being considered by institutions faced with the . need = to dis^n- 
tinue ineffective and inefficient progi^anis during periods of reduced 
resburces (1976, p. ^ ^4^' 

VThere has also feer^r^e^^e^d interest in perfontiarice budgeting 
among interests^ e^iernar^tq^tW#\instit^ The Tennessee project 

Stakes the preniis^ thaVJhllpcatin^^ portion of st^te funds oft the 

* basis of perfoiTOa^ce ^ cri ^qrirv^^ prpiriote instructional effectiveness 
(Bbgue and .Troiitf^^iJft^'pr 1). • Peterson traces the interest in pe^,. 

■formance funding and the increased concern for accountability to. 
"the decUning confidence in higher education, the siie of the higher- 

^ucation Budget . . V and the pressures. of recession and inflajion'^ 

Characteristics — Noting that performance budgeting procedures 
had not hmn described in tli^ literature in any comprehensive form, 
Schick develpped a set of clistinctlve methods through analysis of-; 



r ,. ^ cu,Tffnt,praaiices within ggvernMitf^He proposed that' the fcommon 
^"'"f "^^'^-^f Performandtf^^Bu^^ w^mi activity ' 

■ = : ' *55^«W"Sf ^mu^nm. :md pfirformanw reports 

. ; \ ' V ■ P* ^.Tlie perfownance ' '(neasurements afivbloRed for each 
acnvity tpica%' excess die; relation between /its inputs and out. 
. puts, l^forfflance reports, whifch TO 
^.i- pst^audii ^rocechiresr compare ayuaj experiences with budget pro- ' 
jection^ (1971, p. 48). ^ V . t-, 

Perhap the biggest Iwrrier to irnpl^^ 
, - g«mrharbeeii:;the difficulty in deterniining: approf riate perfqnnahce 
. ^ •'^'^"1^ T''«^;^^fe!y^^ problems." in particula^ ai> 

pear Constitute the majof obstacles. For instance, it often is diffi- 
; cult .to attribifte a particular prforniance; or outfome toVny sinrie 
. ; .^aniz^ionaUmjt;: since 'Aore than one ^mit frequently contributes ^ 
, ; v ,;e^lv(Petersc|pg7'^ p.. 8)v i Sipiilarly. Petaon suggests: that "the 
hrikage betweerwoutcomes and budget dollars may not. be apparent" 
' mJ« ,^ can5e.and.el!ect relationship cannof be demonstrated 
. (iy/6, p.jl2). The^hird difficuhy is actually a variation of the second ■ 
— the performance measurement cycle usually does nof coincide with 
the budget planning cycle. Noneiheless, these rather lormidaMe 
, . qjoblems have not deterred interest in budget innovators. -The s«b= 
|dc^pr a .pap5r ,by Boguejhnd Troutt - "Acting on the' Possible 

■ . Ajvair.nff;i>8rfcctipn^,exempUap'this determuiation (199S) , 

\ ' atfempts at ,perforn,ance budgeting have recently . 

condtietcci; rase ^sEirdies. in tte. states of 
Washington: (1977. pp. M9)., While there wai^ notable 
"■'^ " variations m practices .hetjveen those, two states. Petersori'also found 
, , striking similanties Between the statts, which reflect the obstacles " 
to mstuiumg a performance-based approach" (1977 p 30) In both 
\ states, he found that tKe institutions and state ngendes were still 
negotiating the appropriateness of 'certain meapures ' and ' program ■ 
structures, even thouglr feach statei Had slvecal years of experience. 
Perhaps more significantly, :he found that -performance biidgetinB 
lacks pohtical appeal" (1977,- p. 31). This fetion^is based:^ ht. 
. observatmnA^hatlegislmoai both statesJfl) tdok a'^reateif pAsonhl ^'^^J^ 
interest ,p de|entlHig the-institutidh^ in tfieii:.:pwn area rathif biai^^^ 
■ in supp6yting4hp sfippQsrtlly mWe:i-ational approach and (2) ^disHfei 
, - the .coniple^ity .am^^^^ , . ' / 

The^n:nessee eypeifmeht ^ims. instigated by the state coordinating" 'i 
_ agency rather thari being mandated; by:;ihe eJ£eciitive ludget ofiiM or 
Jegislature. It^ prindpal empliasis Is on establishing ancr a 
instructjqnAl goals (Bogiie and, Troutt 1977, p, 107). The project 

m ' \ ' : ■ ■ . - . , / . 
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anticlipites the. cfevelbpment at iatfti itotitutibri of iristnictionaF per^ < - 
. formance indicators that are cpnsistentvwjlth its role and n>ission, 'The 
coordinating agency hopes to use the indicatQrs "a^^ja basis ;^r ra^ ' ^ 
Vising fi^rjiiulrt fvinding policies' to reward- perfDrMance*' (1977, / 
106), itafris, a former memlDtf of the Te^r^^ his 
pr0pos|d a Bimilar Instilutional fun4ing;;scIi%ie^:.B^ mtrlJif|l^ 
year planning and budgeting cycles^/ yUrtder:^|i«^^^ t^e ^eh 

' .formance of the Institution 'ancr its cdW would be ' 

evaluated by a board of Visitors at tlie end^ of eacIV cycli. Using this 
evaluation a:s a basis; A reooninifended budget for the he%t cycle would^^ 
bp prep^d by cemrgl nuthonties (1977, p; 326). ^_ ^ . .si^M^l^ u^ 
Evaluation — wliile it is prpbably premature . to evaluate tlie nipre a;\ 
recent performance-budgeiiiig efforts; writ^ on public ^dmijrtistrar.! 
tlon have asiessed the earlier .era as a rfallUre^ For in^taftcej^tee and ^ 
. Jqhft^pn f oun d *" H it le eyideri c?^ t ha t ^rf orm ance budge tijig ever he- 
■vcajtie thie b^sis upon which ded^ions \\^re rnasdi^' (;l97fll p^ 

Schick siimnidmed: 'TeKormrfnce budgeting faned^^^0 achieve its 
* aspirations and potentiar' (1971, p^ 8 But as Le^ and Johnson 'ob% 
serve, '^performance budgeting really did not disappear altogether 
. . . [it] continues; even, though ttre popular^ys^f the word 'program ' 
in the 1960s all biit Ijuried r*p^orTuance\ (197Srp.^l08). Schid£.> . 
then, had,been prophetic: '"iheSdisappolntiii^career of this proposed 
reform did not deter a new generation Qf ^for^^ 
convert the traditlon-boimfl^budget'' (1^1^ p.'^8^^ V ' 

The Prospect for Rationtil Budgeiing ' ' ' ; :^ : ' ■ ' ^" 
;^A.Uhough the foregoing disciissfdn^ of the five budgeit- planriiing:a^ 
^proaches se rv,e to 1 1 1 gh Ugl 1 1 their di ff ere nces;^ ^ i t i s iift rn,td i a tely a p A; 
p^reht'that sevwal approaches liave many.conlnion character- 

vistta. TTo viei^v these five techniques from a larger perspective, it may *' 
Obe useful to consider their theoretical and pragmatic 'similarities in • 
addition to tiieir differences/ _ \ 

^/ The thedretical- aspects of the budget, planning tipprpaches dis- 
cussed above can I)e described In nurrierous ways. Three particularly., 
important criteria for comparing these ufethods 'are their degree "of ^ 
integration in the overall Idhg-rAnge planning effort, their considera- ^ 
tion of all rather tlian just eKpansion^based activities, and thjeir ^n- 
cem for ultimate outcomes rather than process,. PeTfonnaiice budget- 
ing, PPBS, and ZBB tend to be similar in these respects. By design, 
/rhese. methods are integrated into the planning process, call for con- 
tihual reassessment of the need for cliscrete progrannLmatlc activity, 
and lead to efFprts to measure, each program's .performance.^ Formula 

■ ^ ' ■ ^ .. ^ ■ .-^ 57- 

^ r : '\, ■ . ' : . ■ ' - : ■ : 

6f : r 



budgeyng attd fncremental budgeiing, on the, other hknd, are similir 
in their jragmatfc charncteristi«. They ari?designed to Wutinize de^ 
, osionmaknig, lead to more predictable results and minimize the Mper 
work, conflict, and. effort attSriding the: other budget planni,^ m|L 

- ^^or^s- The newer vBwioris of perforniance budgeting, PPBS arid 
ZBB,,are products^ of the mm recent planning era that^ increasingly 
deman^ reallocation^a^d may be clearly distinguished: iri this' reg^d 

I trom tormula arid incremental budgeting approaches • 
We do not anticipate that the next ;feiv,;years will witness any slow. 

, ing of the steady marcli toward rationn^ity in budgeting. As we have ^ 
K !f Po"*ecoi^dary jducation,budgeti^ heavily inflaSced bv 
^udgetwg ui goverflmentV If for Ho other «asg,. the move toward 

V latipnaluy in Jjiglier education djudgeting.w beousl the ' 

college IS. part ; of -^ larger ^ p^^, 
fesiQn^vmeetlngsj:^ of „^ in highir' education 

...jpirfnals are likely\to alter the fact that when-it comer to selectihr 

^ bpdget-planning approaches: through w^^^ public institutions d^ 

with, state governments, higher-education leaders are. not ■ callinB- the' ' 
, shots. ' . ' , . . '■ /: ' ■ ^ ° 

; . This is not to,5uggf|t^ that ill biidget^planriei^ are aig' grooms: 4t , 
> shotgun- weddings when it corries; to?budget informatieih f Cffier biid-' 
geting ofRoers ui inst(tutioils of higher eflufcation, like their counter ' 
parts m government and industry,, constantly, seek ways to discliarge 
•their WsponsibiJities more,efrectrvely., Wlyle rscognizintUmper^- " 
tiOTs oi^p^hleras of varioiis sorts in the nJwer hudget-plahning tech-' 
. nplogitfsi njj<?)y^s^|l consider; these approaches to be imjrtjvements 

- :oti -thft«l^g^Iterna^'as;. ahd^^^ art willing to^ experiment Irife ^' 

suit of a ntoreiMtisfetory-approach.vSome budget innovktors ii^fSlj- ■ 
h^sector. institutions may be opiDO^tvlilstic; merely jiding withltlie ' ' 
tide. But this can starchy ¥x^m^llm cQfitimmg:^^o^^p^f?^l 
^ at, private institiitions, where there ;is'.^ittle;inwriti^\M^hg^ 
«pt the benefits of im|iwveri/pr«ti^ev #i hrf^e:^y^ " 
this, in descrilgig the PPBS' effects , of small private, colleges ^nJf die 
; experiences ollPrincetdn Unlvefs*^i^eertainly rto^^v^ii^ent agehcv 
^ IS forcing the UMvc^^b- Nliamf (floiadk)' to ^mi?e«tiiat« zero-base ' 
^Ijudgeting. As new generations of postsecoritlary edii^^itloh adminis'. 

trators who have been" trsined in, tl^ese techniques assume'leadership^ 
• roles, efforts toward, innovative, budgeting practice are likely 1sJ a. - 
celerate, . \ " : 

Beyond the influence 'of people in . leadership positions, the detnb^;; 
graphic and ecpnomic realities of the next decade also«are, likely to' 
dematid . continued emphasis, on rational decisionmaking^ and, par- 
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ticularly, effortH toward what l^Iorgnn 'terms marginaUitH;^ analysis 

' ^1978y.^Wlii!e rendering good budgeting decisions has. always been 

^ important, the projected downturn in enrollnient, the incrJ^sing in- 

Mex^6ilit^ of resources, and the eroding financial, support base all 

co^-birie to make decisions at the margin of utmost irnportance, 

I^eed, -Glenny observes that some institutions of higher education 

^/that already face these conditions are now moving faster in ^ budget 

reform than rTO.stnt0 budget officei's (1976a, pp; ^31)^^.;^^ 

We do ri&t neeessarily believe that any of the fivfe buclget^lanning 

approaches we have cle.^cribed come close to a final ^answer, and we 

expect to see other innovative ideas put forward in the coming years. 

The remediation of perceived deficiencies in the reform approaches 

(or some combination of the more favorable aspects of current 

methods) will likely provide the -basis for such innovations. We are 

likely to see procedures that recognize the inflexibiHty of the base 

and that minimize paperwork and analysis (as does incremental bud^ 

geting), approaches that provide predictability and routinization of 

decisionmaking (as does formula budgeting), ,mbdels that enable the 

rational evaluation of alternatives at the margin (as^ do PPBS and 

zero-base budgeting), and attempts to change the financial incentive 

structure through relating performance to the budgeting process (as 

does performance budgetingj. No single approach is likely to emerge 

that embodies all of these characteristics, since there are conflicting 

- ■ * 

goals giipong them* Nonethelas* these characteristics represent tar- 
gets ftfWutu re innovation e^rts. . . 



Budg^etary Repjonsibilities 
At Differing Orgaffizational Leveh 



y^:J\J Budgetiif provides a forum in which many actors can perform a 
/■ ' / range of rdles. As Morgan observed, "participants jjlaygjudgetary 
roles as their institutionji position prescribes. Successful performance 
, IS determined by one's ability to make the best 'case for one's em- 
- ploying agency" (1978, p. 25). ' We come. now to the identification of 
J , the vanous actors involved in the=postsecondary education budgetary 
I / process and their multiple roles. Not all the actors are on sfage. and 
• not all perform the same roles thrdughdut the budgetary. process. 

; . Roles . . ■>, ■ , 

;: According to Wildavsky;^oles "are the expectations k behavior at- 
: tached to institutiomif posifdns': (1974, p. 160). Without understand-, 
ing that the roles, or expectations, exist as a function of institutional 
r// ' position; one cannot .understand tl^e nature of the budgetary process. ' 
, To emphasize the importance of performing in appropriate roles. 
Wildavsky cites the examples of the U.S. -Weather Bureau, which at- 
one time was exesedinglf conservative in presenting its ' budgetary 
requests. During one appropriation cycle; the Weather Bureau found ' 
■ ■ Uself in the position of the college business officer quoted by jellema:v 
"The troubie^ is not with my biidMi. That worlds out wenenough'.' 
The trouble is that when I get to tlie end of the budget, 1 still hav'e- 
. . a lot of calendar left" (1973, p. 63). Thu.s: when appearing before the 
Appropriations Committee, the Weather.- Burea if official was chastised 
: for being too conservative in his estimate of needed resources and 
was subjected to the foUpwing line of questioning: , ' r , 

Senator Smith: rtaye you requested enough money to^ 

, ' mU you to progreji'as fast as you can? '' 

^^cathe^J|l^^eau OfRdpl: Senatbr Smjth. I wonder it there is a^ 
, J " ^geijcy that eVer gets enough .money. There 

Me always so many things yqu" can do be- 
, yond the budget possibih'ties. Certainly we 
^ . .. " ' • , poiild /use a great deal more, ... 
-'!nator Smiffi; / My question Was prompted because , We can- - 

, . ' " not know what you could use Vnieia you tell 

■ ' ' , • ■ ■ If'you do no.t aik for it.ithe point 

' . ' '5. the ,responsibHit,y ii yours, is it not?, 
■ (Wildavsky 1974, >; 161) . 

^'".fl^^*^ perspective, the importance .of advocacy in the budgetary 
process is apparent. Anton argues, for example,- rt^t anHmportantf, 
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role of budgating is to."give the budgetary commission sor^thing to 
cut'* (ft75, p. 209)'^^v.which certainly does not suggest a coW^tVdtiye; 
appro^hr HoweveK other roles in the budgetary process te alsd 
impHdt Mn the dialogue. The senator seemed, to suggest that if 
sufficient funds had been requested, they would ha^e been provided. 
But let^us assume/ for ^the mpment, tliat the Weather Bureau had 
requested funds bejx>nd what was available. In this circumstance, 
the senator would have been confronted with decisions relative to the 
.requests of the Weather Bureau in relation to the^q^e^lkApf other 
agencies. No doubt he would Jiave called on his^^^f / to^conduct 
analyses to provide sonie indication of the consequenlde^'^Wunding 
Sie agency ^versiiS another/ U the senator would p^oBably 

have had to cut the budget request ofihe Weather Bureau, Ifr turn, 
the Weather Bureau would hitve been forced to make eHbf^fs. about 
which actMties to supiMrt at thp reduced level of funding, . ^ 

This example §hows several roles that are necessary in the bud^ 
getary process: advorates, rutters,^ analysts,, decisionmakers, providers^ 
and expenders. These roles are . not mutually exclusive and they 
^are not n^ssarily on ihe same contlnuunii The same individual, as 
a ftinctidn^f one position, can be both an advocate and a cutter^ 
either an analyst , or a decisionmaker, and either n provider or an 
expe/ider. In fact, the chief executive officer of the institution may 
play air of these roles. * . , 

The multiplicity ^bf foles imposed on individuals derives from, the 
two dfdm of .the budgetary pitra^ On the orie handrthe btidget is 
used to put forth a case, to establish'- the need fot and the desirability 
of the mission, purpose, and activities of the jnstitdtion. .On the 
other hindi the budget distributes available resources to support 
authorized purposes and activities during a given budgetary period. 
Depending on otc's position, different roles are performed in each .of 
these cycles. ' , 

Players ' ^ ' ' ■ . ' 

The more visible players are faculty, department chairpenons, 
deans, g vice-presidents, chief executive officers, state jppstsecondary 
educatibrt officials, governors, and legislators. Less visible, though 
increasingly important, are students, institirtional analysts, staffs of 
state agencies, and staffs of executive and legislative agencies,' Glenny 
has ernphasized the critical nature of staff work on important budget , 
decisions, obsarving: 



Much oi the most telling leadership of public institutions of higher 
education todiy ii anonymous. . . . Unknown by tollege and university 
farul ties and students . . , Jperions occupying tlieie staff positions] are 
faceless, without names, and without the Je|pl. responiibility for the 
well-being df the colleges and universities. Nevertheliss, as the state 
political leaders fail to see their goals of accountabJiitv and control 
achieved through the coordinating and the governinf boards, they turn ■■ 
to the.governor-s budget office or the legislative analyst, or in some 
states both, in order to obtain thejr objictivei (1972. p. 10, 18) . ' 

The othec invisible player is the student!' Students, by loosing ' ' 
which instiiutions, or which pi^grams within an institution, to enroll. ' 
in, influence /tost.secondary educaiion budgets' Some have argued 
. that^a frefrmarket system should be adtplJgor postsecondary educa= 
tion, in which tuition would be set a^^^st of providing instruc- 
•tion, and resources from govern ir^^^l be provided directly to 
students. Through this mechanig^|^^Ktiona!' Budgets would be 
detemmed as a function ol st^^^mimem (see.' for example, 
pansen and Weisbrod 1969; HoeSll,^ 

Johnson, on the other hand, argue- that t|l e "characteristics' of" higher 
.education in no way approximate the sufficient contiilians o£ the w 
perfectly confpctitiye mai^f motfei: (pr-M} -^mci^Me ,mBi^et f" * 
model IS, determined , to be inapplicable or^l^roiiwag'fchife 
• education, r." (1974, p/ 2>; Though .in , recenT yenrs^^^iJ? - „ 
.federal, flhancing, .and irt .wme instances state fihancig^^^^'.^"-- *^^^ 
provide relaffftly more ■res6^rc»:h&^stwdenttVii^'^:j^^ -^^^i 
IS unlikely that high(Er :edtotipn financing a^d btidgetfng i^iff ffiihe : ' 
immediate future. be based|in full.cost tuitjbn. Nonetheless, students .■ 
continue to exercise chpices and influence instirutiqnal budgetnWjt--. 
mg, As a consequence, the choices of students as represeiued'ir/'ftU- 
.tion income muM ri|fcs4arilyvHi^^ 

to the rer^inderTof. this section, we tecribe the- budget 'request 
and budget aljocation cycles , as they ,rela#t^, the educational and 

general, fund ajid explore issues sufrouncK%{ prttfripation in these . ' " 
cycles. ' . > ■ 



The Budget-Request Cycle'-^ ■ ■ ' ^ , ' ' . . • 

As we observed at the outseI>the budget is used to request' funds 
^^^^i^^^i^ .^ailMi: Junds. Bmong competing alternatives. AK . ' 

"^P*"y allocation decisions are implicitly made in the process ' '.mC, 
of reqiresting fundsj tor Rumoses of this discussion' we consider -thav-.t 
request cycle t^|uljni^lrfjhe appropriation' of funds by thr l^J^W'^^^ 
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kture and .the 'allegation cxcle- to It follows, 

; therefore, thnt we are concerned primarily with jthe public sector in ■ 
postsecondary education. ^ 0 ^ 

M^t-of the literature focuses on the budget-request cycled This is 
understandable because, particularly in public institutions, most of 
the debate, analysis, and decisions are made in the/request cycle. 
Campus or state-agency, budget hearings rarely are reconvened., to' 
determine the allocation ^of appropriated funds, ^"this is partially a 
timing issue. In many staiej, the appropriation may not be set 
. until aftier the fiscal year^Beglns, As a. consequence, allocatioh must 
occur rapidly to prevent disraption of the academic cycle (Schmidtlein 
and Glenny 1977i=p, 181), In addition, the intense effort put into the 
request cycle also lends to mitigate* the need for prolonged delibera- 
tions in. the allocation cycle, , . ' ' " 

Prpparing the Budgct''Reqii€st 

In its sipplest form, a budget consists of aji expenditure and ^ 
revenue planahat will support the overall educational objectives and = 
plan of the institution ^(Corbally '1962, ,p! 167). This description. - 
^ however, conceals the many aspects and subprBcesses involved in the 
. deyeloprnent of an institutional budget, Robins points out that 
"the 'process :by whicR' a budget docurfient j^J^created is cyclical in 
nature. It has no ..beginning 91;^ endv It is continuous ^attd over- 
lapping'* (1973,; p. 18), Iffl^ife prepafatfon of an-^institu-" , , 
tional budget as occurring in iH|eje|;phapi^^^, v^^\ ^ 

In the "long-range planning;Vg|i^&:?^M^^ 
institution is concerned with de^{6^fft|vof ¥eas^^^^ 
goals, the demographics and ertviS|^aiyt^iact6r^ 
stitution (such as faculty loads,\jpri§i-^p^i^if&,;^:ihe 
the student body, the condition oif thli^fe^a|^an^'!^^ 
status of the physicffl plant, th^veran^^^^^ji|^ 
■ institution related to, its tuition charges, invesJmti^p^p&m^^i^ 
for^h). One of the final steps in thelilongfrange planning process, is 
the projection of enrollment for tjie budget year in question. . _ 

t^'^This^i^istinction li rel^ only to initUutions in the public sectori and may he 
a scftirce" of confusioii.\to=:'thpsc ninrei*accustomed £0 budgeting in private institu- 
tlona. While many of jf^ procedures may be similar — for example, the of 
budget protocoli Of guideii^^ideveloped by= central adminisrration, the involve^ 
ment of budgetary comriiitl^R^nd the casting of the budget in? the context of . 
overall institutional goals and plans ^ ihd separation into two cycles is^ par-; 
tfcularly misleading. In private institutions, the budget-planning, process tends 
to be more revenue-drivent with requests and allocations handled simultaneously 
and the distinction between the two much less visible (Cuthbertson 1959;' Mc- 
Connell 1967). . ' \ 
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^ The institutioii is then ready to move to the second phase, which 
is concewied with pr^am planning. Normally this i^hpe begins 
about 18 montlis before thejsxpected effectiye date oi:th^ budget. It 
focuses on the assessment and planning of academic programs/ the 
planning of suppprt programs, estimating revenue, and reviewing 
and revising^ plans anH estimates based on comparison of estimated 
revenues with expenditures required by the educational plan. 

The fihal phase of th^budgft' process concerns document prepara^ 
tion and usually begins nine to 12 months prior to the effective date 
^^of the budget. It is in this phase that the formal request budget is 
developed. Many of the major decisions have already been made in 
earlier phases; and a^ issued as g for the development of 

request budget.^. Nonetheless^ ^contentibn and negotiation 
j^^^riti^Me^^^^ the final request bu%et^ . 

From this drtcription off^fc budgetary proMs;^^ can see^that the 
institution is simultaneously engaged in differerff phases of'pi-epara- 
tion lor different budget years. Long-range jilanning is being carried 
out for one year, and the/institution is ccwnpleting the final docu^ 
mem for the/most immejflmfe budget year — all at the; same time. 
This leads to confusion on the part of ^ participants and also has 
^ated some confusion in the literature. Is budgeting, for example^ : 
to^down, or bottom^up? While arguments are made on both sides 
of this issue, if one accepts the description of the budget cycle pro- 
vided above, the answer is that budgeting is both top-down and hot- 
tom^up. As a result of^ the long-range pianning phase and, to a 
limited extent, the program planning phase, budget guidelines, or 
**budget protocols,*' are: developed. As. Massey points out: 

. _^ ^ ; ■ ' ' - ■ - ■ ' :. 

\ These are written ins^uments for promulgating ppnerai budget and- plan- 
\, ning irjforniation and providing top-down prompting to elicit bottom^up 
reipon.4 to specific questions, , . . Protocols provide an impetus to plan 
more efTcctively at the local level and share these plans and their rationale 
with the central administration (W8, p.^J63) . ' ' . ^ 

These prot6cols;: help, to; mold the:1fiape of^ the budget as it is de^ 
vebped. . : V ^ ^ 

This is not* to suggest, 'however; that all decisions a^^ made at the 
top. As Masters and Munsterman observe, the budget normally floivs ■ 
from the bottom up. with guidanceMnd assistance from the top 
down. They addr v v - / 

^ .The budgeting unit in edurational instltutions is the department and it is 
^ very important that the responsibility for conducting the affairs of the 



budgeting unit be pl^f^^ infa elni|te;^H4i individual i* the 

department. h^l^Ttejiie^ to best know the 

= 1 needs of iHe department andvihe prbper balance which .must be effected 
lO.any allnrailfin df hindi^ 

T^^icaHy, therefore, the^v1i^j^^iH^^^ prDceeds from, the bottom 
u^p^lfd on basic constraFriW/ priorities, and planning assumptions 
■j^udget protocols) passed down by tht central administration, 

■ Severai issues relatec; to timing also cause confusiori and problems 
in the budget cycle. Turrisi points to a dilemma in Florida that is 
. typical for in53Mtutionh in pther states on an annual budget cyde,= 
The operational unit of the academic area, Turrisi notesi is the de- 
parlment. The need to know about available resources is greatest at 
, this level. Yet "department chairpersons are the last to know what 
resources . they will have for the y^ar which is already one^fourth 
gone by the tiniei they find out" (1978i p. 1), And frequentlyr Im- 
portant allDcation decisions are made in August, when the operating 
managers (department chairpersons) ire out. This situation, which 
is a consequence of the lengthy budget process and the fact that 
higher education in most states is the last appropriation item 
handled, induces frustration and uncertainty at all levels of the in- 
stitution (Turrisi 1978). ^ ' \ ' \ 

Whys one wonders, is higher education one of the last appropria- 
tion items* dealt with at the state level? State governments, like the 
federal vgovernjrient, havfe fncreasingly assumed budgetary obliga- 
tions that are of an entitlemeni nature. This means that thfe basis 
fdfe funding many programs is defined in the statutes, and the level 
ot resources that will be provided to different programs supported by 
the state is a furfction of the volume that 'can be justified for each 
prograni. In most states, for example^ fundi ng^for elementary^^d 
secondary education is heavily influenced by tax equalization form' 
ulas written into statutes. Similarly, .appropriations ^for -welfares 
transportation, and highways are largely determined by requirements 
to match federaf grants, by .^tatute-ba^ed funding formulas'; or ?r£* 
stricted tax revenue (such as a gasoline tax). Mental-health pro- 
grams, prisons, and debt maintenance also are continuing.pbligations 
that usually take priority. The neM result is that higher educationp': 
which remairis one of the' largest budget items in most states^ is 
treated on a discretionary basis. Indeed, higher education is one of 
the few remainirig major progroiTiis^vQver which the state has dis- 
cretionary power. ThufcapprofiriaCions for higher education are. 
determined in part on the basis of thejieed described in the budget^ 
request and in p&rt on the ba^s of what resources are .available after 



other staie-program commitments have been met. This plienomenon 
be^mes increasi^ly . important, and pgtentially fdrbidcUng, in the 
conteKt of the demographic and potential eiirollment, problems and 
- the likely severe revenue constraints expected to confront higher edu^ 
cation in'the next few years (Schmidtleln and Glenny 1977). 
: Timmg problems are not unique to institutions, as Schmfdtlein 
and Glenny point out. The time available for ah analysis of budget- 
requests by postsecdndary educatiori; agencies, governors' executive 
-^ces, and legislative stafFs is extremely limited. Problems in tlm 
, regard led Schmidtlein and Glenny to conclude that 

" ^ ^ 

annual rather than biennial, ^udgpEmff gencraUy "kppears to create more 
problems as a; result of; losing^ a longer lime frame for institutional ope^ 
rational planning , and a ^he^ler 'prd^^ for state budget 

agencies, than it solves, in iticreasing attentiveness to ernQreinc problems 
(1977, p. 203). ■ ' ■ . « * 

The problem is particularly severe when states decide to change buth 
' get formats. 

New datm and data structures often require the design of'rfew data col- 
lection ;a'nd accounting systerps; such changes are very expensive ' 
One president noted that It took his camiaiji jM?^. vears to regain the full 
usefulness of its routine accounting :.fiifoifrtmri^ after a stated 

mandate^ change in budgetary data: xeqiiitemeirrti p. 183), ' 

The development of a budget iji^lugher ;^^^^^^^ is therefore a - 
lengthy process. : It is complicated bynlMlcenainty^ 

^ ties, an|.Jn spite;;pf the length of the process, difficult timing prob- 
lems,:;ft:2S continubus, with no npparent beginning and an unforeseen 

^ able end, NevertHeless, it endures and is the process by which post- 
secondary education pbtains the resources that enable it to endure. 

Constructing the Institutional Budgat ;/ . 

Typically, institutional budget preparation begins at the .depart^ ^ 
mental level because it is through :the elepartmcnt and ofganizatjon ^ 
of departments that the university deXive its academic programs. 
^ in the traditional apprpach to budgeting, 'each department prepares 
Its request on the basis of needed increments to continue to performV 
or expand its role, within the institution. .T;hese increments may de^ 
rive from such fetors as anticipated enrollment increases, desires to 
decrease teaching load, or efforts to enhance the prestige of the in-J 
sutution, Breneman found that important, distinguishing character- 
istics of different academic departments. couJd be explained by con- 
sidering them as "prestige^maximizing firms" (197^)^ 



Dressel and Simon, however^ argue that '^as a general rule,; inequi^ 
ties abound in departmental bud^eririg^withTn the university'* (1976, 
t-.p, fx). This belief led Dressel to a series of studies (Dres.^el, Johnson, 
and Marcus 1970; Dressel and Faricy^ 1972; and Dressel and Simon 
1976) that provide a comprehensive examination of departmental 
operations and budgeting. These studies brought Dressel and Simon 
to the conclusion that the traditional mode of simple incremental 
budgeting at the department level is no longer appropriate, 
5 In the first study, Dressel ^t ah conclucled that '*the uoiversities 
and departments within tliem are out of contror* (1970, p. 232). In 

the second study. Dressel and Farley concluded that 

* ■ ' ■ - • 

most facultv Tnernhcrs nnd departrnents sceni' to have operated on the 
priiiciple that what is good for thciti is gond for the university; and, in 
turn, tlic iinivorsity sce?n-^ to have nperatcd on the principle that what is 
good for the universitv is good for society^ But, in fact, whet they per^ 
ceive as good for the „unjvcrsitv Is not neceasarilv needed bv, wanted by* 
or good for society^ (197S, p. 184), . 

On the basis of this study, Dressel and Faricy asserted a need for plan- 
ning and coordination at the state and national level. They also 
favored the introduction of constraints bn departments that' would 
be desiened to make the students' educational ^i^erience fttore in- 
teresting and challenging, piQvide poUcies dl^^^tii-dfe^jts^ and the^^ub- 
1 ic wou 1 d ^ judge ■ to be' ri fecessa ry a n cl = f a ir^ entoiii^ig^ ^ more, efficien t 
use of resources, antl fecoiiraee the evaluation of effdtti^veness oii the 
basis of outcomes rather. than on faculty and student preferences for 
process, ^ "L^= " . 

In the third study, Dressel dhd Birnon examined the "problem' of 
control of departments through, budgetary procedures'' (l976j p. 3), 
They concluded that budgetary procedures requiring the department 
to relate its activities and objectives to the goals and objectives of the 
tot^l institution should ^be established^ that procedures are needed 
to permit grouping of departrTients in terms of variables that provide 
an equitable basis f^ departmental fimding, and that "a complete 
annual review and evaluation of eaeli department and college is 
highly desirable and , , . should be planned in such a way that 
similar , departments can b^cpmpared across the university" "(1976, 
p,^ 112), They also des'^i^^^seyeral analytical techniques, such as 
clustering^siiTiilar departiiicmV/tha eqiployed to better under- 

stand the functioning and jtontribution of the department within the 
university. . : 

Though the traditional, ^tTT^^^niental, Hne^item* approach is used. In 



a msjqrity ^f,,in$titutions. considerable' pressure Is' btrilding \o adopi 
other appwjaches. Dmscl and Simon effectively establish the case 
tor internal purposes. But there are external preslures as well Pres. 
cott. for example has maintained that "in spite of a- growing aware- 
nass on the part of the university officials of the need fo^ reforms in 
college and university budgeting, motives inspiring management in- 
novation have been less a response. to inner necessitias of university 
management than they have been a response to the reguirements of 
. the external world, most notably, the state legislature ancf^ate co- 
ordipating agerici«" .{1972. p. 169), Thii observation ii siippo?ted by 
Glenny. who comments that "state pressures for' better ana*i^ 
comprehensive long-range planning are undoubtedlyjoing'iS»i 



. from the. politicians and will be. directed at the state codtdiSg 
and planning boards" -(ig^eb, p. 20). Accepting this as in environ- 
mental probability. ?Glenrt>^ goes on to. maintain that 

an aggrcjsive, rMliitic planning mode k the beM .defense against impo- ' 
«non from without of rol„ and programs for art" jnllividual instiL- 
tiQn. . . . state p]am cm then support strong injiitiitional plans rather 
(!976b"S"solf for imposing itite-correcived .priorities 

Participants at IrtstitutionsV 

: "On the matter of preparing , a budget," writes William?/^nd^ 
magic IS involved. Budgets are put together by department heads 
. .deans and directors; analyzed and refined by appropriate vice-presi- 
.dents; reviewed and commiserated over by university and college 
presidents; approttwl by governihg boards; and then brought to the 
legislauye group: Jor study and action" (1976, pa)! Simple as this 
process seems, it normally tg|es,about 18 months, and there is.much 
negotiation, and many conHict-ridden i.ssues arise along the way 
Though the preparation of the academic budget focuses on activi. 
ties at the- departmental level (Turrisi 1978; Lawrence and «Service 
1977; NACUBO. 1974), -the chief executive officer, thtif ^iderii. must • 
retain the final responsibility for the development of the" budiet knd 
for Its transmission to the , board of trustees; He is assistedMby the 
budget officer, or perhaps the business vice-president, who adrtiniste)s 
the development of the liudget by astablishing- procedures and for- 
mats, prepares decision packages, and manages the budget prepara- 
tion process (NACUBO 1974). Though the academic vice-presideht 



and business vice-president play important roles in the development 
9f final budget recommendations, it . is the president who must 
finally resolve conflicts, whether between them or involving other 
service functions within the institution. 
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Final authority for budget approval, however, restS^witTi the in% 
stitution*s bbard of trustees, The board must be assured that the 
budget represeifts and supports an educatiorTal plan consistent with 
the overall institutional goals. In the case of private institutionsi th| 
, board must be aisured that any proposed deficit is consistent with 
the overall long-range financial plan for the institution. The board 
should try to reniain remoyed from the internal development of the 
• ^ budget, howeven Matthews states that "it must be'the president, not 
f the'Jboard, who* referees all the acadeniic .wrestling that goes on in- 
side the institution at budget time. A board involved at this time 
will , create chaos*' (1976, p. 66)% ' - ^ 
, t ' TTie diffuse, participatory-' nature of educational, budgeting is re- 
- fleeted "in the 1966 Statement on Goveminent in Colkses and Uni- 
vefsiiies, jointly formulated by the American Council on Educa- 
tion/ the Associatiort >of Governing Boa/ds of Universities and Col- 
leges, and rthe American Association oF University Professors. The 
stateinent maintains that ■ , ■/ 

^ , .The allocation of reso^irces "among competing demands is ten tral in th'e 
" Jqrmal responjibilitv ^pf l]w g overn ing_board. in the &4^inistratlve au- 
thority of thf preiident, and in thp educational funccior^ of the faculty, 
■ E^ch component Sliould therefore have a voice in the determination of, 
short and lonfManj^e priorities, an^ each should receive appropriation 
/ analyses of past budgetary experience, reports on current budgeti and 

a)<pendiiures. and short and long-range budgetary projectionsi The function 
f^of each component in budgetary matter.i should be undentood by all', the 
allocation *of authority will determine the flow of informatidn and the 
' sebpe of pariicipatiWn in t1 (AAtJP 1976, p. 379). 

" - *r - . ^ - ■ ■ % ^ 

/ To further clarify tlfe faculty role in *budgeta0 ^nd' salarf 'mat- 
ters, the AAUP adopte^a lormni ptoHcy bn ^{acuity participation 
(AAUP 197fi). Thi^ statenwit argues for faculty jn the 

prepara t i on o f t h e total i n h ti t ii t i on a I b u d ge 1 1 h rough alft' _ el &te^^^^^^ rep^ 
. resenta t i ve fa cu 1 ty com m i t tge» and for the deu^lopme n t % f ;drittrl a ' 
K for salary raises and fringe-benefit policies^that; are; ''flesign^i^iby a 
representative group of the faculty jn concert' with the administr^^ 
tion" (p. 171)= The policy statement further Mjggests that individual 
salary reconimendations be initialed at the level of jthe dep 
schMl, or program* whichever js the ^smallest applicable' unit ^^o 
faculty government, ^ o- 
It is quite common for the president to use a budgetary committee 
jMh the development of the overall institutional budget (McQpnnell 
; 1967; Kendrick 1965; NACUBO 1974), And itJs equally common tor 
; the facuky, primarily, through this committee, to significantly con- 




end choices of the^re^dem aiM the administra- 
Rase institutions wlibrl^ 
Jeht may be little more thaji a figureheact^ ' . • ^ \ 
jMiC in^itutionsv as the, budget mo^e^yond the^ irisWtuuoha] 
IP^rning bdard; a variety, of other partidpants become involved in 
thrf buflgetary process, -^^e'tura then tfl- an examination df the iss&s [ 
? ihvolyed in the review of postsecond^y^dkucatiQri budgets: / V 
' \^ ^ r V > ■ , ■• ^ ■ : . ' : 

State'Level Budget Review ' : r ■ 

Those usually involved in budget. review at the state level are* the 
staffs^ of state postsecondar)^ ediJcatiQi1 agencies, strife if Ihe^gb^rnb^^ 
exaeutive budget office, and legislative sfkff;assaclate4.with author^z^ 
ing or appropriation^ committees; '^wever, the nature of their in^ 
volvemen^ and the extent of i^eir partidpation: inVthe buageiaiT 
process diflFers.^significanUy from state to state (Glenny 19761^ Par^. 
ticipatioji at the state level is a fu^tlon of ^and u -^tterned after t}i^^ 
dis^ibuiion of authority ibiypdstsecondary education/ In each sWe/ 
thii'Oias evolved oyer time and contihues to clianle, sometimes ^froni ' 
_ ye^r to ylea^ None there; arc; common issues and concerns 

among |he sfltes, " ] : ' 

Most of these issues were identified by the study ptotate budgeting 
for higher educatipn condifcte4 by^the ^nter for Research and De- 
velopment of High^ Educatic^ atiferMtfy and by Glenny, 
Glenny concluded that ;'ri©^ pf?epomenon |oun in Mudying state 
budget j^actice seems Hkely to^ave as much imaact on colleges and 
universities as the grotvth in V^u^>be^/si2e,^and^ profession capacity 
of Lite legislative budget >taffs:r(l 976a, ^^^^ 98); ^TTiis has led to im 
.CTeasedjedundancy^p^th|^^^^^^^ corapeti^ 
iion ^ among staffs,^ th^^^ft^^^^^ requi^e^ 
ment^ on institHtions!%d an'fS^^^^^^fdif ' 



the postsecondary^educat&n 
Redundant budget revi^v^ 




)ur political sys- 



tern ^ checks and barances. is- a constitu^Dnal Ix^^ the de^ 

sirability of redimclanGy. *rhus Drpr^Jioias that '*tHe more critical a 
certain ipolicy issue or ^ tone of its^phases , iW , the; m«V rednnd%djr^ 
shduld be provided as a. wav to. mfnimi^e the risk of mistakes" /l^B 



nVe are indebted to Hans Jenny for this 'reminder of iM real world. He pointed 
out tHat the quasi^lepl "power without responiibjlity^' th^l some facultiea e%efdse 
in the budgetary pro^^^ pl|f:es a burden on the chief eKeciitivc/officer that he or 
she cannot fully cope w^ith and. as a consequenne. introduces difRciilt accnitntabilitv 
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• I^Ke ovferiap of Executive and legislaVve branches in tKe^-ftvieWv' 
^:'iutiQtlbn hm jM'Qc approached 100 percent, ho'i^v^h'^lf 'a/ 

Stat post secondary education agency also in panipipating in' the" Wiew 
of^^ftdgets; the problem created- by the overlap is fuhher ex^cerbattd, 
. T|[ef ef ore 'given 'the^constitutional position of the e^ecudve and 
lej^Satiye, furicdon§;,HM agejicy's fornier trionopoly on 

pertain matten;^ taKtng: third-party 'a in" a fc-WD^party war.'' 
Glenny argues therefore that the state postsecondary educAEioJi agenc^y 
-should move away from '4ts most prized. funcBion, budgeting/* and di- 
rect more of its resources toward planning and policy, studies, the^ 
, development of information and managenient syst!|rns, prpgra re- 
. view, arid a*!! analysis of 'budgets in relation to longi-ange plans and 
policy analyses (197&a, pp. . I43» 145);.^ ^ ._ 

Schick-points^o'ut that ymuch discontent is a perninnent pan of the 
"biidget^ process* rooted in its bargalning/incrernental rnode, -which re- - 
quires the participants to play adversary roles and, each to ^et less^ 
^ than he wants" (I971/pp, 167-68). This' observation is reinftfrced by 
Anton, who' stated that '*recc^izihg the strength of built-in pressu^^es' 
(of Operating agencies) to expnnd Budpts then^^and. believing that 
these pressures will reflected in budget requests, reviewing officials* 
naturally see themselves as 'cutters*'* (l£j72s=p. rtO).^. Taking into ac- 
count the expecintions that are associatfed with ^certain foles; in tlie 
budgetary pr^ess, and ^ven the "inevitability of conflict in the budr 
getar^; pr^ess, can strategies, be employed that- help to minfmi^e dfs= 
content? ^ - . / ■ . ^ . ' ^ 

Budgetary, Strategies ,, ■ * 

Several strategies^ for enhancing, budgetary performance are sug-^ V. 
gested ih the literature. At the departmental levels Turrisi maintains 
"that it is 'important for departments to justify their budget requests, 
on the basis "of the goals ot their college; further up the line, the coh 
lege should try to relate its goal to overall long-range institutional ob- 
jectives and goals (1978), This^shbuld be done, Turrisi advises, not 
only in the context'of ,the budget request but throughout the y^nnas 
welh 'Effective, communicatipn between department heads and deans 
regarding 'needs and plans is likely to niinimi^e^ confusion and mis- 
urider^tandings at budget time, - * 

Sirnilarly,^ effective analysis cnn\strengthen budgetary outcomes. 
Setting' aside fpr the moment con.sideration of wjiether effective 
analysis provides ihsight. and aids .decisionrnaking in budgeting, th^ 
m^e existence of analyticn] backup lender credence to the legitimacy 



ot the budget requests. The existence of anrt^tical iackiip gives an 
imp^esaion of effective managenient and inc^g^hfidence among re- 
vie^sdn^ agencies an^ appropriation comm^^^pt the budget re^ 
qumjs justified; thus. In this instance, form^^dends substance. 
' Anton suggests four rules Tor pr^ring and iul^m^tirig budgets: / ■ 

(1) Avoidirequests for sums smaller^an the current appropriation. 

(2) Put as much as possible of the new request (particularly items 
with top priority) into the basic budget. 

(S) Increasa that are desired should be made to appear small and 
should grow out of existing operations (the appearance of funda^ 
^ mental change should be avoid^y. 

(4) Give the Budgetapy Cdmrnission something to ciit (1975 bp 208- 
209). . . ^ " . ^ 

A caution to ^hese rujies is provided, however^ by Wildavsky: *'If an 
pgency continually submits requests far abo\fe what it actually gets, , 
the budget bureau and the appropriations committee lose confidence 
in it and automatically cut large chunks before looking at the budget 
indetair\(l974,p21). , ' > 

Research% Leloup and Moreland (1978) on budgetary success in 
feKral agencies do^s not support this advice, however. Assertive 
agencies — those that ask for substantial increases- in their budget — 
experienced larger cuts in the request (partially because their request 
S^pt but alsq received largei; incmnents in the eventual ap^ 
propria^^lhan those agencies that ^ made m^e modest requests. 
"TTie *nofinar strategy of modciaiion poiitfed by the incremental 
theorists is more myth than reality/^ they write/. 'The strategy of . 
moderation may be desirable for agencies seeking certainty, stability,:: 
and high suppprt of^theifr initial request, but it tvill not lead to . 
agenc)^ growth and may in fact lead to agency decline" (p. 239).. As^ r 
jertive agencies are those than can generate public support or that, 
have effective adypcaby relationships in the executive or le^slative 
branches. The key to budget growth, according to these authors, is 
to^'^tt&in a position of poHtrcal support, (with support inside and 
outside of govemnnent) to justify a large increase. 'Dpn^t come in too 
high' is poor advi^ for an agency wishing, to receive mora money; ■ 
'come in m high as you tan justify' would appear to be better advice 
based on the results of this study'' (p, 2S9);^ 

The need to be politically aware and to formulate budgetary 
strategies accordingly is reaffirmed by Schmidtlein and Glennyr 

/■ . Institutioni dearly need to be mor^ aware of the economic, demo^pbic' ' ' 
politol, ind social context in wUcK thev are pursuing their bu^et '\. 



- / ■ ■■' ^..r : ' 

oyectivis^ in^nsiiivity to efflei|inf^ 

The tttidget-reqiieit cycte exttrtds over a J^g period and involve 
many different partidpnnts him ;Complex= Strategic coiis^ 
Thgtigh^ there are no easy foToiiilas^^r i^re sucdessfal' participation 
ill this cycle, we concur wlS fclerihy's^Qbservatic^n pfcbo^e^ (Hat the^ 
best defense IS a good deferi^^Ta the lelccent feat a A€p«t^€^ 
chairpersion is able ro articitftie the' objectives of the deparfment, to 
explain how' these objectiyps relat oyemJl goaj^ ahd^^tfireetito^^^ 

of the institiition, and to dociiinent the service providedl b^ttede- 
pahtnent to the other department^ in tfie imftutlbii, the b^id^t^e/^ 
quest cycle Is likely to he uncertain^ le^s forWdyingr^nd nioi^ re^^ ' 
wardting^ In ^pite of Antbii s niies, a'^budget dfiveJ^ed inJM inan- ; 

J^ei^ i^ likely to be more defertsihle and more sticce^ful than- Pn ^hat ; 

Relies on the expectation of lncrern^^^to|[i"Turidfe^s.^S;!ch a strategy 
is^oi easy to i m piemen t , of cou rse. f^^K^nes .^hfef acirity , thritigh ^ ' ' 
their departments, will subscribe to Jj^^^tlpnal sBHi nnd ijiat^^^tiese 
goal s coi nd de wi t h erj vi f o nme n tn I rifflitW^ n nA; art con 5U t^n t wi tt£ 
the p&stsccp^ary needs of the tnstitttfidn's^rv^i^.afea^ /W^ 
iinlesi the liwtitution has developed a po^fe^^e that cgri f^ver^^a -^^^ 
analytically ^based procesiesr a well-reasoitfid and efl^tiveSy dociJt^;^^ 

mented bud^tyustification is likely to_ be the ben ih^timnce' ' /• 
cess in the -hSdget^reqiiest cycle. 5 ' \ 



* The Biidget Ailocat^Qn Cych 
Reeves has observed: 



Vpne of the persisEenE myEhs oC acadertiia is ihat iveTy central a^ffliPiiJ^v . 
don has a secret fund whichr like the ^yidow'i ro^al barrel that nou wished 
ihe prophet Elijah, is both ineKhaviiiabh And selJ-rapl^nishlng, . . •\^^' 
Many faculiy jnembirs and jmost itudenti ^eni t^' have accepted thri? 
myth implicitly^ ■■ ^ ^ Unforiunatdyi this papulaf wveJ^ fhj^jl^^^er^ ^- 
fantasy. The. re^urce^. Mtidi ^come to an initiEUtien are ind^ fmic^i 
often are" severely Ifmked, and ntvar are luflclenf to meet a* 
eurnulaled demands \iiMm thejii (19j2t P. 167). * ^ ^ ^ ' 

-■ ^ . . ■ ' ■ ' j ' • ■ ' 

Freqtiently the amount- of blinds' allocated tp the inscitutiof^ re^Mls: 
the nature of this fantasy; ■ 

T^e biidgetTreq\iest cycle encis when th^tcgi^llt^ire pa.s^f the'ap- 
prpprifttions bill for higher educatron. The nattire of this btH 'raries 
comiderably from state to state, 'In some states^ ^ apprDpriations 
are provided directly to ^he institutions through .the appr^priaifpQ' 
•»/ ^ - ' I. ■ ■ ^ ^ . J. . . . .. 

^^■^ ■ ^ - . . ^ :\ . -73. 
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m h :Qther itates, they m praiidS t^tii, |stems wWch ^maiirii'^- 
g^e wsourw «o institutions; m sbme^s^tes. they arrMocated^ 
?y % S°^"'ioW^executive bifdgatme; ^rid irt other states. th*i 
.are allocated, mwigh the state postslcondary educaticyr art^y^^Son^ 
; mon tCfliost^states-howtfver, ar|ie|islative directiverat&d'tii.thr 
;apiiropfiations bill.: ,: ^j^. ,: ' ' ■ * .j.y:!* ;^,- • 'uJ^V^ 



\l.e0slatim Vireeiives ' ' . ' 1 " ' ; ' 
4 ; , These airectives are frequently^teiewed*C^as^^"ridert/'^^^^'^^ 

, edtg^on. They take many ,formt They may expfcdis an expecJon 

estabhshed or that are^eoaSally funS 4 th^ 
aftF^5}ayJfln-: They provide specific riniiitutioriar dp campus al- 
location: Targets for system ARpropnations; .And they are used tor 
a varjetyof other piirftosb. In ^Iori& mmtpleiMe^^m ap^ 
prwm bill for th» imiverslties. contained more than ^ riders 
. dealing Wh iiich edu^onal ispes artha:eohdu^ of an 'enrollment. 
. est^ahn^ conference,fe.nattjint;of a' builciihgi;; water rat^to be 
paid to the Gity of G|^ille,Jdentifieation^o£Aiinimum allocations' 
g be provided . to legislatively favored projecil reinstitution of the 
■ Met book on lugher education, anil the development of a uniform ' 
inforinarion system (Flonda' Legi^^ ; ^ 

• ' If;dUring a pirtieulrtr legislative session n contfdversiaJ iss^"' 
eiJ|ergcsv,„volvmg a prtgrafn. an. institution, n ^yS^Aif%r the state 
postsecwidary educatior, agency, one result often is a rider to the ap^' 
_ propnations bill that expresses legislative intent rfiprdinr the par- 
ticular issue; The mcidence of riders seems to he on tl 
and they^re fretniently, regaided as. invasions pf iristiti 
';T^atives. A particular sijarce of; frustration h, the- ftict ■ 
. ststesi the dperatidn of the^conferencg committee is suc_,«™p=„ 
ar^seldoirt debated in conference, jlot siibiected' to tlie^ru^f of 
/Che respective appropriations comittittce, and almtfst never- questgned 
in final consideration' by thevfull legisiature,,dndeei riders often are 
.^he^legislauve equivalent of an executive fiat. ; ''T 



Execution 'oUhe^'Eegifkthic Alloeation 
^ , .Once the :^^priations bill, is passedihB;nllocation proceis moves 
. , fairly rapjclly, ¥ho%h the governor'^ce is the fbrnial executor of 
leg^lativrripproprijitions, in jiwff^tntes /the^ governor's Jxecutive 
bi.d^,pi^e plflys a felatively small roler an this sta^e of fee alloca,. 

<^ fk ■ ■ /■ ;- ; ' ■ ■ . , ; ; -vi- . ' 
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^[ ^ ■ ^^m^pto^u. If legislative ;^pip^ to-iii* 
» ■ stitiitiQrii thrdtigh^ state agency or a sysj^i ,6^ce,: some kind of 
. V . formula allocatioffJased on workload esiipiWtes^^li often uied. 
r " nature of thd formula and its foundadani|have normally ^^^^ 
' . worked out in^ fhe; request; cycle. ;^As *a^ottseque6fce; relat^^y^^^^Ie" ^ ! 
" * - ; time is. a^ht during the. iWpcatiori cycled oh reconiidera|yfe«4W|^e \, 
^\ elements, of .tjie forhiula.' Seldom^ thdiighj is there just a simple ap- i 
V plicatiQmi^(^ &it formula to^ determine sp<eciflc appropriations for in- 
-^^v^ ^ r siitution^ Sp^al risers in- the apprbpri^tibriS bill mtfst^e- con^ > 

^ . . - sidered^ In addidon^spedfit programmAtwn^ds^^ 
■ . " suffid^tly accommoda ted in the formula must be reviewed and . cotf ' ^* > 

ti ;^id^ed: wish respect to th dSmbined; impact bn and" "i^ 
; . . ' '^vith the* formula aMdcations. If the alldcatiohs are from thfe state 

f ^postsecpnd^ry education agency to system ^ offiqps, , reFaJively more " J 
f ^ > ' emphasis is placed on thle iise of;th^i;tomu]as to <letemine^t^^ system -; ■ ^ 
* " allocationv onHhe aasuiriptioti thaf the system offices will, in develop^ 
--^ ' Wg- their Ipedfic institutional aUocayonSjamdertake to acc6mmQd4te 
; / . specific insti til tiqn^l ii^edi and .ff quiremtfnts 

' On ce th e i ns u'tbt i on rece i ves no tificft t i on o f ats f u n dmg level, a J 
. " locauons mus^ be made to cojlegei and depaftments and to pt^er 
V service functions withip^^the institution.. Tujmsi deicribes the p^^ 
; ^^^J : intFiorida — one that; is used also in. other statel: a \ ^ * 

\- ' r *^T^ft ..^iri^titioft usuijj^,;rfarts With" m off jj^a 

\. WUJjf^^pJT^^ "^^^ These include. sucK : ^ 

. ' 33 lia^jii tf ijisiira nce^ : worki^in's compen sa tl of ^ Fersori pel Board fj^Sk atid * / ■ " ^ 

/ ' . ol cpu fief ithe:>cpnsEartfif^^ . 
- ^ S^^or on -going ;fieriq^^ \ 

^. - ■ \ ^^*\ ■ ^ ' > . '^^^^^ =^ ."v '^'-^ / '■ ' ' /' — ^' 

t V ' j^^en^evels are'ialso established to pro^e Dsritiri^n^ a^^in^^ 

*tt)ilmerit fluctujdi^s^that cause tiiition arid^fee reveime^ be . 

. \.. J ^ less than^what was est«ii^ed iit the budrfet. ^ ' L 

./The remainder is usuglly flstributed to vice-presidents or 'college t 
'/^^ Kf^^^^^^^^P^^^^i the orgainizatibii of the institutioni and "oftien 
: \ : J" i^yj: the Budger Committee" (Turrisi 1978, p.^ . ' 

Jin that poijit;presQurces a^ 4epakirient§ arid 

StS programs in line 'W|t|i"an '^ssessmfe^ ^ prOgi^miTia|ic need, " i 
^Iment jfactoo,^%fea^^ for hew progrtfftmatiJ^activi- 

or by lull an inctemenwl approt^ch tased o^"^ last .yfear*s buois^ 

eu-^; -^^^ ; 'f. ..^ \ 

An Tnterestmg all^Stion model primarily used; b% though ion- . 
teptu ally not limit'ecF to, some private institutionr is describe by 
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* i** * and Van Hofn Tlhey describe a "profit center" deceritraliEed 
yi^ieibtirce^allocaUOT « . - t,, 

: ^, tach'profit center, scHtoI or departnient: eamj inoome. directly. Thli ^n- 

come ii^sed by the tubunirto pay its own dii^rt operttihg expends arSt^*l£ 
purchy from other areas of. the university. , . . 
: The hetiefits [a£ this model] pneraUy lie in two aiias. The first is a C 
more infonned . . ^ a]?d. more' adaptive mahagemenfjirUaur^ ; The 
seeond , advantage is flie ability to ^ovide more ^firict incenti^s^for 
subunits (1977, p; 141)\ > / ' - ' 




^ ; ^Hsi argijas .thai ^*;in ^ theofy/a reallocation " 

dccur ^nd track^enrollment shifts and priqrUf changai^^ p^^^ 
V; major reallocations of resoijEqes seldom occur'^ (1978^ Shje. 

fwinti out1:hat about 75 ^|(^ of the university's fundUswed Wr ; 
^Mlaries and another 10 ^e^^ devoted to uncdntrollabj^such a/^ . 
utiliUes. Moreover, of Jthe ^rera^ining 15 p«£eht; a large^pbrHon 
mttst be use! to provide base-le^l suppoy for small proems or 1 
^ jprpgranis th^.^a^e e^peri^cin^; decread The result, 

Turrisi main^ins, is tliat %ie^Jeallocation M respurcei in the attnoi- 
^ere of st^y statrpi^^ec^^^ is a ' 

slew aiM paft^ - - V ; : ^ 

k^k-i?^^^^"— in tKe^future, 
^^Iffl^?;^^"^^^ nonetHele^ focused on *the necessity of' 

^h€*CQmmtm\pn recommends six stKi£egieS> - ^ 





^AtiohsUf policies*,lfiat will &eve this go^al freallocaiisnj Will * 
^^, ^^rrom iniMtution' tb instit^gn but ma^^H include demerits of Vl) 

: V Uy^elecliv^ oMp^r m. atrosi^board bi^ifMrf cuts. ^1) ^consolidation « 

e^cistmg^grams,^ (4^ rea^^tfon of existing protrami,V(5) 'every tub ' 

T on .iEs.ownjrottom,* snti (6) cinttal reassignment of posilio^i vacated due " 
riiimia^n, ^ti^eni, or dA* (1972i P^ ^ ' ^ ^-^^ 

tin# bud|^ tar^ ar^nally prioyicied to the indi^iStt 
departments, . the fisial year, has: pfoy&Iy already tegu^^J tfie " 
beginning ©f^j^^c^demic y^r is around th^ cork^ft^si^ 
poipts ©utL time ft^nie^e \ . ^totayy out^pMe^^tlv^ 

'decisions -^^kifch^^m^^ He br she 'is to 

manage or h^r\ Department "Wth ^y^t bf rfspoM^ (1978, 
, . j~ W riot possible^to wail tintiJ^A§^ the 
dbAtiAn ^fe a new,positibh and^tfffl ^hd som^ fiW that posi^ 

tiAn' by^the ^nnjng of the acadfcmic year/ Mmilarlj^. graduate- 
student ^siti^ must ^ filled ^e^r&|fina4 appa-opriatioft 
^tairted. Thus^ vice-presidefit^ deans,' airrf^epartftilnrth 
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^ frequently will take the risk that somehow- tKe^fund^ mll^ 

vidied for these positions/ V ^ ^ 

^ These timirig' jh'oblenis- produce fru fitratiQni. dorifusipn^- and Sun- T 
cjMainty/ an necessitAe a cemi n amount of iik-takin^ on the part 
' ot^cademi'c adWE^nistratprs.^^^^^^^ this tttt inf^i table conflict inh^fi ■ 
budgetary profli&l, anfl iV is. toTuriderst^nd thei tension that is / 
pa^t^f budgeting in postsecoh^ry education, , v> ■ 
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:Poststcondary education will confrcnic many difficult ch^^ 
t*ie years ^h^d. The c^ts of doing business Ukely to eontf^iua tb 
iipease, making it more expensive Jf^ students to attend. Fewer 
high^school^aduates Will be availaWe for enrollment in collagea^and, 
m:^^^ iry to find' ways to ^rveSther 

Hndi of students. Competing deman4s far other social services com- 
bined- witjij^sible revenue reductioriS ra^dfrby our increasingly 
tax^onscious sodety will makg it mor& difficu^jo justify ; rantinued ■ 
budge tvihcreases^ Pressures fo^countability ^id ctst reduction are 
not likely^ to aba^e. As these ^ess^res begin to ^ f^lt by individual 
Jfac^^ members, the trend t^ard^ cpllectiye bargaining 1 higher ; 
^gdutfatipn can be expected to in^^ ■ . : 

Bridget, Enrollment^ \ , ^ ^ ^ 

- "^^^^^^P^ the most pervasive of lliese forces th^t we believe will affect" 
il^^l^^ injpostsecondary education is the ^rediGted-enroHifent/r 
nS^^?' Since an enrollment decline prtbably will mean budget de- 
creases (at leait^^hen; expressed in constant^^^lars), How rnight the 
budget planner fespond? The most ^ftmrn^y^^edicted reaction 'is ' 
^ resource reallo^tion/ jaut^ the claims ofcigi^ftfeffts dif lero^base budi 
feting rtiqcwithstanaing, American colleges for the rhost part have not. ^ 
yet had to make the large/numbers of. reallocatiop de^s^s thkt wiir 
Be necessary if the prcjecterf^ enf^Ilment recRi^^^ 
ZBB's discrete decision packagA^re i^like^^ thrfm^lvdl,^to handle - 

stre^fB of the Ina^tude^^^^ned^^ Som 
that im^atfes planning and ibMg€tjri| lijf^v^^ 

suth as PPBS, most likely wilj^emerge, sih^ mkny Jfchpoli wiU b^^ 



forced' to substantially change their instituti 
hancial siuiations; The buidget planner is/allb 
otf^nolovment obljgaciohs thkt ^^e 




Bsider the' 



iAtitutiph'fatcepti; Bf 



^use ';%alaries: represent the bi^st bud^tijry >^c6m 
virtually air i^titufions; we expect to see mud ' 



fi?^ed-ter^ appapthtment payt^ime assignmerftS; 

sqme type of prbductivity-based 



and pffha]^ evet^ 



arfd a 
^np^stf 



N^w Mdrhkts 

Tha^^^iT^rkets that instltutioni^ 
regreseam^ast a partial solution to this eni4llriient sh 




^€\entenng 
1 p^ob- 
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:aem; Bliiyihey also pose kinis of plM/i^ing^^^udgedng prob^ 
lemj. : We liave described ^ly dilemma ie acadejgc and financial 
planner, face^ in awaiting todemic cr^it for n# forms of edus 
cafionaf ap^l^itv/ On one febd, jthe bud^teer is tempted to considKn 
; su^h^work equivalent *to the cpUege^s eKisting^ pj^am, so that' it ; 
> migh^^be ali^ble for mte funding; on the othrf hand, the budgeteet: 
' W^d, by concern that the academic enterprise will be under, 
minf^, Few schOTh hav^ fe^^ this problem on any appreciable scale 



so fa^. Of the$e that ha^ even fewer have comer to grips ^fe it in 
any^^ornprehenafve manner.. Not siiiprisingly, the most likSy solu^ 
tion^^gnin^wiU be a qloser linking of^planning and Bud^^ng, par^ 
i icularjy -ihat aspect' ^ planning ttlat seriously ^ry valuat^ afe inatiluw 
tion^ nrrti^iow and role. - fntei^§tirigly, the. pe&nel^racUce/fhar 
n^ay ^^wlSteij^gto accompan)^ enrollment declifft n^4i&^:^£-use- 
l^e, Th^ii; because th^^ the academic ftrt^am in 



rvingmw ^kets (oScampus d^^p, irregulal^^m^ah^ J^ngth^, 
and.tht use of mstructional p^rsonnef hot 
^> rectjy^confll^ts^ivith most p " ' , . . 

^^^^ Any propo^ificatioi^^ns uncertainty, but pr&lcting th^ impacts 
^ : ; ^^faccQuntaMHty^ ^^^^udpting practice 

Within aa^ay^ during tlt^umnier of 1978, Galifofnia.acad^c and: 
^ ^finahpbl plartiers tw^^ 
1^ , sion and Propo^itibn 13. .though th^direct ir^dt g^both wasMn a/ j 
. : ' ^^ft'^ ^'we^is^ aittle reaion to* doubt t^at^t^ V 

^ ^ ^ jf^- T^ haVe td comq^\^hh',t^^^ 

> in the Social ipvironm4nt o^er the con^^tt^ade: Taken fogether. , 
; the Bakke dedMoiftnd Propositioh IS'plac^ tiie postsecondar^ eduia*^ 
_ tion acmiimstfator in a quandaxy. He is at once belng^.^^ to extend 
^ new 3^icfe tp new po^ulatfdSs and to reduce progra^;^ however ' 
much lTtiece^$at^ to live within a greatly reduced budget Tt us- ^ . 
/ ingUp hy^thed2i^t^^^^^ 

njore ■ re^ili^ti^q jtB^imntnt, however, indicates/'thriliiie program anrf ^ 
^ _bud^plafl[ner^ili havp to cbpe^Uh "botffr^f these cpmpeting public ' ' 
;^^^^f?^^^iljtj^ernand^^^ ^ 

Cdllec^ve Bargaining . ' ■ ^u:;gx^ 
T^liere will be other mriflhting pre^sjij&*ft.t ih 
^the^yenrlahe^ci The emergence of xplies^e ba^ainin^»d the de^ 
mand/of emp3byee groups probably* will b^ an, direct opposition to 
the types of personnel practices |ieededj to be; responsiye to declining 
enrollinents. and new student maYket# While these conaitions call for 
the greatest flexibility possible in faculty arid stgft coAmifihenti, col* 
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iective-b^ainLng agents will; argue 
.* cfoud has a sH^ lining, it is lhat c 
empJoyer to deal with employees, as: i 

pIoyeeV^^#fe!^i; empitfyBf^J^-|pSi 

^issarcff Facility, members at jhe Sta^ 
, : .:yeari ago wns'a|Jministered through a c 

ctfntractv hnoihic advanta^^f 'coll 
> ^,=jUccess£ul Iri neeotiatiotfsn^^rga^f 
X informed about the financial xondition 

plications of various plans of action 

Politics und A^ncly sis 
The complexity ancKconfl/ct inh€|^ent in" these/'issues assuri us tMt 
. V them will bejio easy/resofutions, It is probafe^jhat enhanced. an/^ : 
^ticAl support for decfeoriinak^ng will be required and that biWgeTing 
I wni^be concern^edNvith value-laden problems. And so ^ie debate^ur? 
^ rg^ding the ^litical and |echnical dimensions of Updg^^ ^g,i though \ 
- frequehtiy artrficlaLand clothed in hyperbole, is not likeI){^to diminish, - 
^ Increasing dem^Tds for spcial accountability an^d the pApect of 
/ greatly changed college missions and roles will lead to vigonbus^^pplit- . 

ijically bajed debate, both, :^'Hhih and outsfde the institutic^^wmilafly, 
. jignificaiit resource^nHocalion; the evaluation of the finjftcial impact^ 
. 'of serving^ hew markets^ aj^ the negotii^|^ of Jahor proposals will 
'r demand moreijtophisticat^ tech ni analyii^^;^^J|h political negJ^a- 




' tion and ttchnical ^^na lysis andAstopport will b^%jportant, .therefolre^ 
and some deciyonmakers will Value one type OMr ihe other th reach--- 
ing Seisins, - ^ ^ r . ' f F . ^ 

\: . ' . . ■ • ■ ^ .- ^ ^ ' ^ ^ ^ ^ ^ 

Budgeting Theory and' Reform " = r : :^ 

Sinfce th^ developraeht of a theory .«£ budgeting is imbedded, in thev 
^ ^ political* technical cleba tei 'the theory-* will continue to develop slo%vl^ . 
While it ys usually /agjreed that de^elppment of techniqi^s follows t^e:^ 
development o£..lhepp^, this may.^not^be therfase. Necessity being thei 
WoHteriof invenrtioi^. we are likely to. see many hew budgeting 'tecH- 
niques pevised to de'al with4fie emerging issues that we have^fscussed 
as well ai with|sotne„%ve have not fore^eri^ Glenny observp that in- 



^-^^titutfqns! %re rto\^ push ing for;hui0Mil^ change at aTate faster than 



©'lev^ innovators -can respon^pyii]^i«dh n^w^ound su^pdrt Jor 
nhovation*, the coming decade may'w^dn experience a heightened gace ■ 
budgjt refor^ and\ a rie^'^ age of actenymt|. * ^ 
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If there was any lesato jp le^fed-^om pur review of public^ 
administrauort budgetary history it was th^^orm takes a long time : 
and that the bj^d Tetom has many mM^^^lons in specific budge^ v 
\ : p4aiinin^app^ Using Schick^s ^^p^^k to describe con— 

/ trol*''manag€ment,^nd ^^p^ one must conclude 

■ [ Mui ^ ^ still relatively young: If the quartet^eniury 

average life of both the control and^Ui^^agtoe eras is Indi^tive 
of the life ex^tartcy fof il^plannin^^ it if only half completea. 
;v ^ Thm, to assert that PPBS is; dead or that ZBB^ is already dYing may 

be an exk^pe of not seeing the forest for th^Mes. We may well be ^ 
' ^^Hj^thi nUddle^^^^ known for its 

\ i^^^Sfi^nal-utility analysis aPprQaches tg btidgeMi ^^ : 

W fa^ wfe seem to be 'pointing to a concli^^ that budgeting 

prictic^^m^ edueliion is liMy to uhaergo signifieant 

diange^^ihow charted will it rrally be for the participanti? Will 
y ' \ the fouir^^nts bf contention that we have identified-^articipation, / 
centraliiation, equity^ and iriforTnation--b€ enduring ^sues?: We be- ■ 
li^ve that indeed these concerns are enduring ones for pbstsecondary 
jsduc^qn budgeting, and ^hat refardless of what the next several . 
- decades may bringp the debates about budgeting will lound femiliar. 

More than mpst omer types of social organiiationsr colleges and ' ^ . 
universities jhave pracdced a relatively participatory form of budgetary 
decisionniaking. And partic^ation jtas alway^been a major Jource of^ 
contention within the educational ehterprise. The next 20 years are 
likely to se^ this'debate heightened. /Thfe^camplexity surrounding t^L " 
coileg^and its ftnancial condition is- becoming so great that it demah«f> 
sirong^#nanagemen^ Decisions will neei| tp t^^ade morrrapidl^and 
with a greater singleness of purpose :than.,n^t garticipatory fprms 
permit. But at the sahie time, this a^mplfexity will require higm^ i^^ ^ 
^formed decisions/ arid a debtee td insight tha:t;win hot iil^l)^jPftUnd^ 
in a small, central, admiAtraw^ team/ The denian^ 
afeiionmaking therefore will contimie. Althou^ the role df srudehts 

deds' 
choices 

edition Mi yu^^ j ^3HJuw*tt .J ^--^ ^ ^ 

will lttLely^>^^rd Aore hrequehtly artd^nid^^ injh^pdm^ 
/ ing years. Wl^ itas difficult ^Meter^ine/wWch of thew forces^ may 
pfey^ it is fairly wtain that ^oncerns o^er #he type and degr^ of 
* wide-^^e partldpatfon in budgetary decisionipaking will continue. 




imaging tneretore wm continue. //^luiuu^iruic i^if ul □i^Mwiiwa - 
sionlmaking has been limiteff thus far* the Jnipac'^o^^^J^j^ 
i^iikely to ^coirie mori^^dominyit thro^^^^ 
ofia-biy^'s (ituderifs) market..! The wish|/s W ihe cpnsum|r* ^ 



■-4' 
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] ■ ~ 'Centralization - ' ' * 

Some state systems of higher education are already prepariijor the 
■ , enrollment squeeze of the 1 980s through ceatralized^ master^plannirig 
, i eltorts. They are trying to determine, from systmwide r 
wstiuitions have tegitimate claims for which' kinds of students; in ttt^ 
: belief thatotily prior centralized planning will prevent outright W 
. among institutions over students; ^ut this type of action: is cdrifing at "i: 
a |ime w^en many social observers are sensing a growing disenchant: " ' 
. ment with large government. Indeed, this has been a strong issue in 
recentstate and national elections, on topics ranghiglrom water policy ' . ; 
r t6 educat,on,practice. Similarly, educational planners are m«e ariE-^ 
more aware of the seltdefen ting ^features of centralized conSl^ and 
pre mterested^ih-finding ways to increase the flexibility of ins 
Executives, The clas^ between these phildsophical vifews w 

grist for debate for many years to tome. - 

'^^Eq^ity'^ / ^ • , : 

■ We defined equity in budgeting as the provision of similar 
for ^^milar needs; whete these competing Aeeds might: be amont 
. dividuals. among programs w&Jri an iiitiiuUori, or 'amOng ij,s 
. tmns wthip.n state system. To^ate, mbst^rts to measure simil^ity^ 
of neefl (partictilarly at the programmatFana: institutioriarievIC 
have been based o^ fairly crude workload measures, such as the num- 
ber _of students by discipline and levels Thi^ operational definition of 
equity , IS certain to be challenged dver the, aext^decade. Meager ad= 
,*inices in tlw understanding of tte production function in education 
; suggest to teclmical analysts that i one-to-one eorrespondence between 
studenu , and -resource needs i.: misleading. Vnrioui' approaches to 
mMs^ring the economy.of,scale fcnomeneyi and incorporating it intd 
budget|-y practice are being pr^sed^ The conditions of tfie next* 
decade^re likely'to lead to eA|n%iore andamental equity qnestiofts ' 
For instance, should the simihiiSty of need l^etermined by Wntihr- 
th^ number b| students (through an econoiify^f.,cale tedinique pr 
.^^envise) or^ d.|^rnMing =the employment o>lig|tioniof* the in= ■ 




'm-> 



V its^ "«d not" to dismiss Iffcg-term entoloyfies. 

IhisJjtype df dcbat6^can be expected to grc^v especially intei^ at/the 
. institutioMal leveh where budgetary flriSitility is 'fnorTliSf ted and 



tlie,iiflpact of sthffllayoffs is most keenly ^felt on a. personal level. 



infOTtmation 



E|nally„ i » forma twn needs will continue to be a major source' of " 
" —tAoti^ Tjjis will be so in part bftrfirtc inforwition is relied on 
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iftlti^t other areas debate. But it also will ba due to controverii'a 
deveiopiTi^ms in the measurement of the iftfprrriation itselL Perliaps 
the biggest hurdle to the direct appJication of fcoMmori business budg- 
eting practice in higher educatipn is the lack of understanding of the 
prothictipii function. -The cost and benefits accompanyihg a dedsion 
about w^^ber to use steel or plastic tn .the production of some dur- 
able goi^^pf easily deterrnined in industry. Educators, however, can 
seldora-i^^p consensus concerning similar tradeoffs in the d^velo^- 
ment-tMBj^^^tfcHted In-fact^much de'bate continues about 

the, .g^^^of^^hi^lier education andf^how they might -be measured, 
Progr^ i n proviiiTi ng t h i s type, o f i n f orma t i on for budgetary deci sion- 
mailing is impedW by definitional problems/ but significant efforts - 
continue, N6t only are advances probable in understanding the econ- 
omy of scale at Jnstitutions through measimng fixed and varikble 
costs, there ;nl so is |ignificant interest in the measureniei^ of educa- 
tional ouicomes. Thus the ptovision of information will be the sub^ 
ject of debate at various levels for the foreseeable future^^ebates 
concerning goals, purposes, definition^, and analytical measurement;;^ 
techniques* ^ * / \ ^ 

We began this monograph by citing Wiklavsky^^^bservi^tioh that 
''one is likely to think of budgeting^as an arid s^^e^Pie p/rovince of ^ 
stodgy clerks and dull staiistj^l^ss,^* Certainly,^^yiijVKp% aifd ' thev.-. 
du 1 1 h a ve thei r f o I e in b udge4 iii;^^^^^^ m i ti (h^more V i vqciqiii^ and ^ . 
more sensitive participants. Tlid important point? we be\ieTeAis^at^^^ 
budget planning, . through its 'Uran^tion of financial resources into : 
human purposes," should be of interest us all Over tral fiexi 20 
years, some- of the most fundamental decisions concernirig* the form 
and f ungtion of higher educa don are likfely to be made as -part dt^lte 
b^i^geting pr^ess/ ; V ' ' A i ' ^ ^ ..'■'^'\ 
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